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Safety's 
Sake— 


BARBER 
REGULATORS 


Y aes provision for 


gas appliance safety is a definite 


part of the service of any gas company. How better can you 
safeguard the interests of your customers, than by recom- 
mending their use of an approved and thoroughly reliable 
gas pressure regulator P 


Fitted with the Barber Regulator, any gas appliance also 
delivers far more satisfactory performance and greater fuel 
economy. Every Barber Regulator is a sensitive and 
mechanically perfect product, built for continuous depend- 
ability. Bronze body, brass working parts, phosphor bronze 
springs, finest sheepskin diaphragm. The really remarkable 
thing is that a regulator so well made is still competitively 
priced. Give your customers the better value of Barber 
Regulators. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
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Pages with the Editors 


ios other day we read in the newspaper 
that O. John Rogge had taken unto 
himself a wife and a new job—with the As- 
sociated Gas and Electric receivership. We 
have followed the career of this resourceful 
attorney with interest. He always seemed to 
us, when he was crusading against the forces 
of darkness for the Justice Department, as 
a worthy effort on the part of the New Deal 
to meet the competition in the way of a dash- 
ing young prosecutor, exemplified by Tom 
Dewey of the opposition camp. 


THEREFORE, we rejoice in Brother Rogge’s 
double good fortune. But at the same time the 
thought struck us that quite a few of these 
New Deal champions have been leaving 
Washington for positions with reorganized 
utility systems, such as the Associated Gas 
and Electric and Standard Gas and Electric 
receiverships. The total number of these con- 
versions is probably small, even if we throw 
in some of the more able and active state 
regulatory officials such as the ex-chairman 
of the Pennsylvania Public Utility Commis- 
sion, Denis J. Driscoll, now one of the As- 
sociated receivers. 


Yet, seeing a familiar name here and there 


LOUISE C. MANN 


Mother India has been looking into the public 
utility business. 


(SEE Pace 77) 
JAN. 16, 1941 


now and then, all moving from Washington 
or the state capitals to New York city, made 
us wonder just what is the meaning of this 
exodus. Are the regulatory reformers now 
preparing to give us a practical example of 
proper managerial efficiency, or is the answer 
to be found in the attractiveness of a more 
affluent position and secure tenure? We 
don’t know all the answers, but we did te. 
ceive a few days ago an article discussing at 
least one aspect of this apparently new liaison 
technique in the relations between utility sys- 
tems and regulatory authorities. 


WE present this article in this issue. It is 
written by B. Morton FULLERTON, who con- 
ducts the monthly business review for the 
Financial World. In addition, Mr. Futtr- 
TON, who is a Harvard graduate, is engaged 
in the investment counselor business. 


¥ 


HAT effect is this war with its blackout 

restrictions going to have on our once 
flourishing art of display lighting? Even 
where there are no blackout restrictions we 
hear that elaborate display lighting is already 
beginning to experience a little pressure as 
the result of a natural desire to conserve 
energy for more essential industrial purposes. 
We haven’t felt the effect in America as yet, 
but this has certainly proven to be more than 
talk in less fortunate countries. Now we 
learn of a peculiar psychological effect of the 
blackout. It seems that people get so used 
to it that they don’t like to see lights at all. 


Rosert Bowers, who was recently arraigned 
at Bow Street Police Court, London, charged 
with extinguishing a street light during a 
blackout, revealed this new type of offender 
—the opposite of those who defy the black- 
out rules. Before Robert had been dis- 
charged with a reprimand and the caution 
not to repeat the offense, constables had tes- 
tified that he was not alone in his patriotic 
delinquency: Complaints had been received 
of unauthorized persons turning out these 
lights, and in one place it was stated that 
stones were thrown at the lights, presumably 
because somebody thought the lamps cow 
be seen from enemy aircraft. 


THE war-time system of street illumination 
is called “starlighting” and A. C. Cramb, who 
has charge of blackout lighting under the 
Ministry of Home Security, explained it to 
The Times of London: 
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250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS = CINCINNATI HOUSTON CHICAGO 8ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


OILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FUBNACES 
ULVERIZERS - BURNERS ~- MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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“What may have misled some people, is 
that the light may be seen clearly by any- 
one standing at ground level, say ten to 
twenty yards from the lamppost. But, as 
anyone can prove for himself by walking 
a little farther away, the light rapidly di- 
minishes, due to the downward ‘cut-off,’ 
which makes it impossible for an airplane 
ever to see a direct light from the lamps. 
The amount of illumination cast on the 
ground is negligible, as our air force has 
proved to its own satisfaction. 

“These lights have been of immense help 
in reducing street accidents, and, which is 
even more important, any tampering with 
the system during a raid warning or other- 
wise is a serious interference with civil de- 
fense services such as rescue and demolition 
squad work.” 


¥ 


I* this issue we present the second of a 
series of foreign articles by Mrs. Louise 
C. Mann. It has to do with utility affairs 
in ancient, mystic India (beginning page 77). 


¥ 


D” you ever wonder what the employees 
of a public utility think about the 
public ownership question? Have they a stake 
in it? Do they really care a hang one way 
or the other? These are questions answered 
in this issue (beginning page 87) by ALFRED 
M. Cooper. Mr. Cooper ought to know the 
answers because he has worked both sides 
of the street—so to speak. From 1934 to 1938 
he was employed as educational director for 
the Los Angeles Department of Water and 
Power. Prior to that he supervised employee 
training on a full-time or consulting basis 
for Western Electric, the five Insull compa- 
nies of Chicago, Illinois Power & Light Cor- 
poration, Link-Belt, Kraft-Phenix Cheese, 
Wilson & Company, Miehle Printing Press, 
Southern California Edison, General Petrole- 
um Corporation, and other companies, He 
is, therefore, in a position to know what an 
employee thinks about the status of the man- 
agement—if he thinks about it at all. 


* 


o allay any fears that we are not going 

to make good on the promise contained 
in our January 2nd issue to publish the sec- 
ond instalment of Fergus J. McDiarmid’s 
series on private utility financing, we are 
planning to present the same in our forth- 
coming issue of January 30th. Also, we hope 
to have an article on the hydroelectric fea- 
tures of the Federal Power Commission’s 
jurisdiction by a member of that body, Com- 
missioner John C. Scott, including some dis- 
cussion on the recent Supreme Court decision 
in Federal Power Commission v. Appalachian 
Electric Power Company (otherwise known 
as the New River Case), which also will be 
published in full text in the January 30th 
issue. 
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EDITORS (Continued) 


ALFRED M. COOPER 


Would the average utility employee rather 
work for the government? 


(SEE Pace 87) 


pia of a difficult break in timing, we 
were unable in our January 2nd issue to 
do more than give a brief news review of the 
recent annual convention of the National Asso- 
ciation of Railroad and Utilities Commissioners 
in Miami. Additional committee reports and 
papers at that meeting are digested in this issue 
(page 103). 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Securities and Exchange Commission 
discusses the various reasons why it should 
approve or disapprove an application by a reg- 
istered holding company for authority to ac- 
quire the outstanding securities of its own and 
of subsidiary companies. (See page 65.) 


Tue Pennsylvania commission considered 
such matters as accrued depreciation, annual 
depreciation, and operating expenses of a wa- 
ter utility in an investigation to determine the 
reasonableness of rates. (See page 75.) 


THE alteration of priorities, preferences, 
voting power, or other rights of stockholders 
was approved by the Securities and Exchange 
Commission, but the question of whether the 
adjustments resulted in inequitable voting 
power was not decided. (See page 102.) 


THE next number of this magazine will be 
out January 30th. 


Ie Chilo 
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gineering executives purchase equipment on demonstrated performance. That's why en- 


eers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 


forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 


eign countries during the past year. The following partial list of representative contracts 


1939 demonstrate the popularity of Vulcan among engineers in every type of industry 


o have taken the time to investigate the reasons for Vulcans rugged dependability. 


any of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


tion. 





Socony Vacuum Oil Co East St. Louis, Mo. 
Town of Albion Albion, Indiana 
Pairpoint Corporation New Bedford, Mass. 
Charleston Navy Yard Charleston, S. C. 
U. S. Naval Academy Annapolis, Md. 
Metropolitan Life Insurance Co....New York City 
Park Chester Housing Development 
Griesdieck Western Brewery Belleville, tl. 
Minot Normal School Minot, N. D. 
Southland Paper Mills 
Bethlehem Steel Company 
Norfolk Navy Yard 
Fairmont City Light Co 
Evenson and Leverin 
Socony Vacuum Oil 
City of Bellefontaine 
Gallinger Hospital Washington, D. C. 
Colorado State Agricultural College 
Fort Collins, Colo. 

Navajo Agency............ Ft. Defiance, Arizona 
Victor Chemical Company....Mt. Pleasant, Tenn. 
McChord Field, U. S. Army Ft. Lewis, Wash. 
B. F. Goodrich Company Clarksville, Tenn. 
Canadian National Railways.Winnipeg, Man., Can. 
Carnation Compny Sherbrooke, Sucbec, Can. 
Alexandria Steam Generating Co... Alexandria, Va. 
South Porto Rico Sugar Company 

Santa Domingo, Dom. Rep. 
George Ziegler Company Milwaukee, Wis. 
Atlas Powder Company Stamford, Conn. 
Colorado State Capitol Denver, Colo. 
Hercules Powder Company Hercules, Del. 
U. S. Military Academy West Point, N. Y. 


Container Corporation of America 
Circlesville, Ohio 
Commodore Perry Housing Project. ..Buffalo, N. Y. 
DeKalb State Teachers College DeKalb, Ill. 
United States Shoe Corp 
The May Company 
United States Naval Hospital...San Diego, Calif. 
Frankford Arsenal Philadelphia, Penna. 
Central Park Pumping Station Chicago, Ill. 
Virginia Public Service Co. Hampton, Va. 
Atlas Powder Company Atlas, Mo. 
City of Fairmont Fairmont, Minn. 
Froedtert Grain and Malting Co..Milwaukee, Wis. 
Sonoco Products Company Garwood, N. J. 
Sheridan Brewing Company....Sheridan, Wyomin 
City of Fort Colli Fort Collins, Colo. 
Ingenio Riogaila....Buenaventure, Columbia, S. A. 
South Carolina Electric and Gas Co....Parr, S. 
American Woolen Company Fulton, N. Y. 
Keystone Public Service Company. Oil City, Penna. 
Alabama Power Company Chickasaw, Ala. 
Pennsylvania Power and Light Co. 
Harrisburg, Pa. 
Holyoke Gas and Electric Co 
Durkee Famous Foods hicago, 
Blanton Company..............00. St. Louis, Mo. 
Continental Diamond Fibre Co..Bridgeport, Penna. 
Westinghouse Electric and ya 
Company, Lima, Ohio 
Libby, McNeill and Libby 
Vanadium Corporation Naturita, Colo. 
Philadelphia Electric Company....Chester, Penna. 





can Soot Blower Corporation does not 
ild down to a price. Vulcan builds into their 


ee thirty-seven years of experience; 
i 


by highly skilled engineering and plant 
rsonnel of long service, using the highest 
pe material that hard exacting service has 
monstrated is the most practical for its 
rpose. The result is trouble free, long years 


of service, making unnecessary frequent serv- 
icing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top 
condition. Ask the Vulcan Sales or Field En- 
gineer WHY Vulcan MUST build into their 
equipment the most rugged, trouble free, 
lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MonrTAIGNE 








“The only threat of Federal regulation [of insurance] 
is when states fall down on the job.” 


¥ 


“Power that can be used by anybody to shackle the liber- 
ties of the people is not safe in the hands of any govern 
ment.” 


¥ 


“... the man who does not understand money and will 
not study the money question has no business representing 
you [the people] in Congress.” 


¥ 


“Most of the evidence and experience shows the advan- 
tage of placing the emphasis on quality rather than price, 
of the utility ‘selling up’ in quality rather than down in 
price.” 


@ 


“The recent policy of giving new life to public owner- 
ship, while leaving the major part of the power industry 
in private hands, should give the country much better evi- 
dence than it now possesses as to the relative efficiency 
of public and private operation. Quite possibly each sys- 
tem will be found to have such distinct merits that both 
of them should remain in wholesome rivalry, but in sepa- 
rate areas.” 


¥ 


“_,. I have never lost an opportunity to state over and 
over again my deep conviction that the solution of the 
economic troubles of our people and of the world does 
not lie along the road of expanding government activity 
or government control over private enterprise, but upon 
the reduction of such control to a minimum and upon 
the stimulation and encouragement of free enterprise on 
the part of all our people.” 


¥ 


“Let those few within our [life insurance] business 
who may unqualifiedly approve the TNEC study because 
they believe it has jarred our complacency, remember 
that the propaganda power of the Federal government is 
so great that there is danger that in jarring our com 
placency it may also unduly jar public confidence in the 
institution of life insurance. In other words, the opefa- 
tion may be so successful that the patient. dies.” 


12 
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The office 


can learn from 


j the factory about 


Cost 
REDUCTION 





Many executives accustomed to studying cost reduction methods 
in the factory are beginning to realize that the same fundamental 


principles can be applied to reducing office costs. For example: 


In the Factory In the Office 


Operations are studied to eliminate 4 Studying the work on each desk 
all possible waste in time and effort. ee eliminates wasteful routines. 


Many operations are combined to Related records can now be produced 
avoid costly rehandling of the work. a2 in a single handling. 


Empioyees are shown how to avoid Operators can use short-cuts to ob- 
unnecessary steps and motions. 3 tain accurate results with less effort. 


Each employee is equipped with the Theright machine for each jobassures 
proper tools or machines for each job. a a greater return on office salaries. 


Outmoded machines are quickly re- E 4 Modern office machines can effec- 
placed with modern machines. tively replace outmoded equipment. 


Burroughs will gladly explain the many ideas recently developed 
for reducing office costs. Call your local Burroughs office today. 
BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


Te : A > Bu r Troughs: 
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HERBERT AGAR 
Editor, The Louisville 
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“The future of our railways depends upon the stability 
of our 3-point foundation — the public, the employees 
and the owners. Like all 3-point supports, the failure 
of one is disastrous to the entire structure.” 


v 


“The government—local, state, or Federal—is justified 
in working toward a return to businesslike principles and 
rate policies, by building public plants whenever the pub. 
lic interest will be best served by this means.” 


¥ 


“Localities and states in matters that concern the general 
welfare cannot exist without the unifying force of the 
na‘ional power, and states and localities have more power 
when bolstered and protected by the national government.” 


¥ 


“Bring it about that free enterprise—private enterprise 
—cannot function, and the field is ripe for pushing the 
government into full control as the source and dispenser 
of all credit. The next and final step—regimentation— 
totalitarianism—is inevitable.” 


¥ 


“Business continues to be in the doghouse. Laws con- 
tinue to be passed and, equally important, continue to be 
interpreted and administered to deprive business of the 
freedom of action and incentive essential to its existence 
and to discourage expansion or the creation of new enter- 
prise.” 


> 


“Ours is a chemical business, as well as an institution 
of service. It lives in the shadow of obsolescence; its 
investment and position can be made secure only by ur- 
remitting attention to bettering our known _ processes, 
devising new ones, or inventing new products to give better 
service than the old.” 


y 


“Our defense program, which has the right of way now, 
should be financed as nearly as possible out of current 
income and savings, instead of from Federal borrowings, 
which results in the creation of new money and is, there- 
fore, inflationary in character. The closer we approach 
a pay-as-you-go policy, the greater the safeguards will 
be against inflation.” 


¥ 


“The press is not unfree as in totalitarian states. It 
is merely timid. The press is not venal, as in pre-wat 
France; it is merely conservative in the dullest sense of 
that word. This timidity and dullness are breaking the 
influence of the press, and may finally endanger its very 
existence. It is doubtful whether the “public will long 
support so unimaginative and so boring an institution.” 
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is Worse than None 





rise 
the 
ser 
ae 


URE, we sell store fronts—one 
U every few minutes of every 
working day, to be exact. But we 
vould rather not sell a front than 
o install one that does only half a 
ob. If a front won’t increase that 
ustomer’s business, we don’t want 
im to buy it. That’s just plain 
orse sense. Don’t you feel the 
same way about your sale of in- 
reased illumination? 











Our fronts are much more effec- 
ive when illumination becomes an 
integral part of their styling—and 
vhen the interior of the store and 
display windows are highly illumi- 











ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PUTSBURGH stench for Zuality Glass and aint 
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nated. For this reason it is logical 
for our salesman to suggest ip- 
creased lighting to his store front 
prospects. 


But, by the same token, it is 
equally sound reasoning for com- 
mercial lighting salesmen to sug- 
gest new fronts to their prospects. 
Only by such cooperation will we 
both avoid doing “half a job.” 
We'll do our share. How about 
your 


When you think of store fronts, 
think of “Pittsburgh” Pittco Store 
Fronts . . . the leader in the field. 
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make it easier to 
get more work done 
in 1941 


...Easier-working FRiLZe3b> Pipe Wrenches 
save drudgery and time—and cut your costs! 


HE country-wide demand this year is to produce more 

and faster. You can do your share, without extra 
strain on your men, by use of tools that save effort—like 
Rigeim> Wrenches. The full-floating chrome molybde- 
num jaws grip without slipping, let-go0 without jerk. Pipe 
scale on hookjaw means quick-setting to pipe, adjusting 
nut in open housing spins easily in all sizes, 6” to 60”. 
Comfort grip alloy I-beam handle, whole tool is balanced 
for effortless work. And that guaranteed housing prac- 
tically ends waste of time and money making re- 
pairs. Get the work done but protect your men—buy 
RiI@aQips at your Supply House... today! 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO 





— WORK-SAVING PIPE TOOLS ee 
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LONGER SERVICE 
with LESS SERVICING! 








Ind rugged durability is only one of 
he advantages of Kinnear Rolling Doors 


Kinnear Rolling Doors give extra years of service. 
Their efficient upward action, special ball-bearing 
Dperation, and effective counter-balance assure 
moother performance with minimum wear. Their 
gged, all-steel, interlocking-slat constfuction, 
trong steel jamb guides and other heavy-duty 
eatures mean greater durability. And their per- 
ormance has been proved . . . numerous records 
ell of doors in daily use for more than a quarter 
of a century! 


Furthermore, Kinnear Rolling Doors give you 
extra wall space by opening upward and coiling 
compactly overhead. They save time by operating 
smoothly, easily and rapidly the year around— 
over snow, ice, swollen ground and other objects 
that hamper ordinary doors. They save repair 
costs by opening out of reach of damage. And 
they save installation problems because they are 
custom-built to meet your exact requirements. 
Let us send you complete information! 


THE KINNEAR Manufacturing Company, 2060-80 FIELDS AVENUE, COLUMBUS, OHIO 


INN EAR 


ROLLING DOORS 
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CHLORIDE 
BATTERIES 
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THERE'S AN EXIDE FOR EVERY 
STORAGE BATTERY APPLICATIO 


K POWER plants all over 
the world, the extensive 
use of Exide - Chloride Bat- 
teries in stationary service 
indicates the high regard in 
which they are held by con- 
sulting and operating engi- 
neers everywhere. 

Kept floating on the line 
and consequently well charged 
at all times, the Exide-Chloride 
affords dependable protection 
against interruptions in  ser- 
vice occasioned through un- 
controllable emergencies. 

That explains why these 
batteries are used in such a 


wide variety of plants for the 
operation of circuit breakers 
steam valves, boiler and fi 
alarms, telephones, remot 
control, time clocks, and fot 
emergency lights, excitatioa 
and other services. 

Write us for detailed in 
formation about this distinc 
tive battery. Learn why i 
Manchester Positive and Boy 
Negative plates retain thei 
active material much _longet 
than ordinary batteries and 
give this battery such excep 
tional life. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 


re 
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OOSIER ENGINEERING COMPANY 


HICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier a Company, Lid. 


RECTORS OF TRANSMISSION LINES 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric ey | 
Distribution to Serve the d 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charae 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 

® Voltage Control 

© Current Interrupting 
Equipment 

® Voltage Protection — 
Lightning—Grounding 

© Street Lighting Circuits 

@ Mechanical _ Principles 
in Distribution 

@ Economic Principles in 
Distribution 

@ Measures of Service 








Send check, money-order or cash 


PUBLIC UTILITIES 
FORTNIGHTLY 


MUNSEY BLDG. 
WASHINGTON, D. ©. 
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Laos 


CRESCENT 
CABLES 


VARNISHED CAMBRIC CABLE 
RUBBER POWER CABLE 
SIGNAL CABLES ¢ CONTROL CABLES 
BUILDING WIRE and CABLE 





CRESCEN?) 


All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 
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Customer Usage Data 


© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 


pe 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to a fraction of a cent per item, but have obtained monthly 
or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal 
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te, 


150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Do you really know | 
HOW TO WRITE REPORTS? ° 





Are your technical reports always clear—coherent—complete? 4 
you able to express technical information and facts in such a 
that anyone reading your report knows immediately what you 


Just as in everything else, there are 
certain fundamental principles of 
order and planning and style that can 
change a muddled and confused tech- 
nical report into one that is crystal 


clear. By following these princighe 
and adopting an attitude toward wrt 
reports that is based on an appre 
tion of the eventual audience, yoy 
improve your papers immensely, © 


WRITING THE TECHNICAL REPORT 


By J. Raleigh Nelson 


Professor of English in the College of Engineering 
University of Michigan ‘ 


Ove” 
YING TO PR 
— a WHAT ARE you TR s models © 


373 pages, 6 x 9, $2.50 


Step by step this authoritative book sho 
you how to simplify technical reports; 
to analyze the type of report; how to choo 


the best form and style; how to organize thé 
material; how to use figures, tables and an 
notations. A book for everyone who realize 
how improved reports can eliminate misu- 
derstanding, save time in explanations, dem- 
onstrate the writer’s knowledge and ability, 
and create favorable impressions on em 
ployers. 


technical ne completeness 


1S FULL 
HELP 


«eo edures 
sh ae introduction 
3 ir te _ progr tions of tition 
° 
forrtroductions to 
o paragraP s 


reports 


nce 
of raft assful performa 


repo’ 
the, fF orm and style 


of the report 


nce 
ith the Menglish sentence 


Ss Yuagestions 





ubject am 
2 enn illustrative examp 
@ assignm 
The complete guide 
to report writing 





Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C. 











OW many of your customers now 
seeing this historic moment por- 
rayed in the current movie “Edison the 
Man” are aware of the tremendous prog- 
ess that has been made since Thomas Edison’s 
rst lamp glowed in the Menlo Park laboratory? 
ere is a magnificent story of which the industry 
ay be justly proud—a story that we must tell 
and retell to the public. 

Edison’s early lamps sold for $1.50 each. To- 
lay a 100-watt lamp sells for only 15 cents—and 
t gives ten times the light. Think of it, a mod- 
ern lamp—at one tenth of the cost—gives ten 


imes as much light. This is an improvement of 
00 to one. 

In 1900 when the G-E Research Laboratory 
was organized, the price of electric-light bulbs 
was approximately one cent per candlepower of 
ight. In 1939, the price was less than one fifth 





and the power consumption less than one fourt 
as much per candlepower. If no improvemen 
had been made in lamps and they still sold at th 
same price as in 1900, the public would have t 
spend $600,000,000 more each year to enjoy thi 
amount of light now being used. 

Is it any wonder that today nearly twenty-fiv 
million American homes are lighted by electricit 

We are proud of the important role that o 
Company has played in carrying on the Ediso 
tradition of persevering, endless research. An 
may we remind you that the resulting contrib 
tions to the progress of the industry are mad 
possible through your purchases of Genera 
Electric equipment? 
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EVEN STEEL 
aud CONCRETE 


cannot quad your 
IMPORTANT RECORDS 
without the protection of 
BYRON 
WESTON CO, 


ILINIEN RECORD 


1Q) 4h 


The Standard Paper for 
Permanent Records 


Profit by the experience of professional record keepers 
— the men who guard the priceless public records of 
our cities, counties, states and the nation — preserve all 
your valuable and important records on Byron Weston 
Co. Linen Record. Available through your printer, sta- 


tioner or any Weston paper distributor. 














FOR PAPER BUYERS: The latest news and information about paper, briefly 
digested in Weston’s Papers, a publication for paper buyers. Get your copy 


regularly. Write, : 
BYRON WESTON COMPANY, DALTON, MASS., Dept. C. 
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@ When a Dodge owner says: “Best truck I 
) m ever owned,” he means several things. He 
means—satisfaction with a truck that stays 
on the job—satisfaction with high gas mile- 
age, low oil consumption—satisfaction with 
QUALITY that reduces maintenance. No 


wonder! There are a half-million man-hours 
of experienced truck engineering devoted 
each year to making Job-Rated trucks better 
trucks for you to own! They’re better be- 
cause of new quality in materials; new 
standards of precision manufacture. You'll 
know real satisfaction, and real truck econ- 
omy when you buy Dodge Job-Rated trucks. 


DODGE DIVISION, CHRYSLER CORP., DETROIT, MICH. 





than ever 
before 





DODGE Job-Rated 114-TON TRUCK 
WITH SPECIAL HOIST AND BODY 


++ One of the Many Used by 
Public Utilities Companies 
throughout the country 








Look at These 


DODGE fos-Rated TRUCK FEATURES 


*INCREASED HORSEPOWER and TORQUE—825 ®PRECISION-TYPE ENGINE BEARINGS—Steel See Your 
horsepower (1/¢-Ton), 85 horsepower (1-Ton). backed, easily replaceable. 


*SYNCHRO-SHIFT TRANSMISSION—Smooth, fast, © EXHAUST VALVE SEAT INSERTS—Prolong valve Dodge Deale 
silent (1%, 34 and 1-Ton). life, save regrinding expense. 


* OIL BATH AIR CLEANER—Saves on oil, lengthens © BY-PASS THERMOSTAT—Speeds engine warm-up, jee 
engine life by removing dust and dirt. saves gas and oil, improves cold weather performance. 


* COMFORT DESIGN CABS—Sealed and insulated; wide, deep-cushioned seats; real driver comfort. 1 A “GOOD DEAL” 
2. EASY BUDGET 
TERMS 


IEPEND ON DODGE fos-Zaved TRUCKS (eect 


D.ATAM PADACITIF® 119 STANNGRN CHASSIS AND BODY MODELS ON 18 WHEELBASES  S>d-Realea MEANS: A TRULK THAT FITS YOUR. 
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DON’T WAIT FOR LEAKS TO WARN YOU EMCO-NORDSTROM TYPE 





In handling gas, chemicals, slurries, oil or other fluids, the ordinary valve is 
subject to leakage caused by packing failure, improper seating, channeling and 
corrosion. In the Nordstrom Lubricated Valve the plug is never separated from 
its seat. None of the line contents can enter between the seat and plug; none can 
clog the valve to prevent a tight closure. 


The patented “Sealdport” system of Nordstrom Valve lubrication comprises an 
arrangement of lubricant grooves whereby, when the plug is in closed position, 
the seat between body and plug is provided with a complete framework of lubricant 
grooves, all interconnected and surrounding the port in the body. Hydraulic pres- 
sure is applied by the lubricant screw. Ask for Bulletin. 


NORDSTROM VALVES 


MERCO NORDSTROM VALVE CO. 


cA Subsidiary of piTTsBURGH EQUITABLE METER CO. 


WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
retabe Ae Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
‘anadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 


C. 
Nordstrom Plug Valves ¢ Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants * 
p # EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators ¢ Pittsburgh Meters for 
Stupakoff Bottom Hole Gauges 





« Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings ¢ 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 

















Wilson, Herring and Eutsler's DAVEY TREE TRIMMING SERVICE 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 1846 1923 


KN analysis of the nature, extent, and problems of JOHN DAVEY 
public utility regulation in the United States, Founder of Tree Surgery 
ith emphasis upon the expanding role of the Federal 
overnment in the regulation of public utilities, its 
tivities in undertaking power projects and pro- 


oting rural electrification, and the issues involved ‘ 
governmental ownerships. The well-rounded treat- @ Provide Good Clearance 


ent and critical viewpoint will be of aid to all who 8 Strengthen Weak Branches 
e interested in evaluating the present status of 


ublic utility regulation, its strengths, weaknesses, and @ Remove Dangerous Trees 
nificance for privately-owned industry. e Eliminate All Hazards 


Beware of Sleet 


Order from Always use dependable Davey Service 


Public Utilities Reports, Inc. DAVEY TREE EXPERT CO. KENT, OHIO 


unsey Bldg, Washington, D. C. D AV E Y T & E E 5 E R V { C E 
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r 
Let this new book help you solve 


present-day problems of 


DETERMINING FAIR AND 
PROFITABLE UTILITY RATES 








Here is a timely, important book which compre. 
hensively covers the field of public utility rate de. 
termination, service and discrimination, treating the 
subject from the viewpoint of the engineer and man. 
ager rather than from that of the lawyer or economist, 


Elements of 


Look in thi book: 
factors influencing adequacy ofrates UTILITY RATE DETERMINATIO) 


—— for oo ge ga rate _ 

ca By John M. Bryant 

vaiue of service utility is entitled Professor of Electrical Engineering, Univ. of Minnesota 

trend in prices 

public. policy and Raymond R. Herrmann 

necessi surplus ° 

cor perio + ge om Rate Engineer, Northern State Power Co. 

electric. rates 464 pages, 6x9, $4.50 

gas rates J 

a me F ILLED with usable, factual information, this book thor 

iuaEe Gaibeas sales oughly discusses the factors, methods and problems in 

service by the particular utilities volved in evaluating public utility property and service for ti 
: purpose of rate-making. In it the authors give the reasons f0 

28 chapters: regulation of utility rates, describe the methods used toa 

Iv complish such regulation, and outline the practical limitation 

The Rate Base involved. 


Ascertainment of the Rate Base e h . ? 
Auxiliary Expense Items In clear, practical terms, it brings you the essentials of valu 
roe May yo ation, depreciation, expense, return, etc., as factors in thd 
wip nets hy establishment of proper rates for the various utility services 
et yoy ee. 

ature an Ings o epreciation 
Necessity of Providing for Depreciation Just Out Based on Tested Methoi 
Depreciation Fund or Retirement Re- —not Theories 


See these 





serve 
Accumulation of the Reserve 
Treatment of Accrued Depreciation 
Section Ill Expenses —— 
General Consideration Regarding Ly a authors have used 
Expenses ( Clemens merous citations from 


Operating Expenses 

Section IV Return R background and ke 
Gross Revenue cases decided by com 
Factors Affecting Reasonableness of ane missions and_ coutts, 


Return : x 2 : 
Reasonableness of Return as a Whole : 2 and in no instance isan 
* ssection y Discrimination material offered whic 
scrimination in Rates i : 

Discrimination in Service has not been actually 

Section VI Rates tried and found work 
Regulation of Rates 
Elements Underlying Rate Determina- t RYANT a able 


tion 
Electric Rates 
Rates for Other Utilities 
—— 


Section VII Service PUBLIC UTILITIES REPORTS, INC. iif 


Senerel oo a 
ensions of Service 

Abandonment of Service MUNSEY BLDG., WASHINGTON, D. ¢. 
Ownership of Equipment 
Service by Particular Utilities 
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_TAMP with 
BACK FN LEV EL ANDS” 


nesota 


CLEVELAND—MODEL 80 


— Only Machi 
peneooed _ Backfills — 


of its Kind— 
o Tamps — Leys 


” CLEVELAND—"BABY _— ew —Distinetive—Diffet 


M ‘ op 
moodle Ci 3, important 
eal Trencher for = o Performs 

. > Work—Di Ditch 10% 1 pipe. 

burban Work Digs un Peet 

23; in. wide—10 54 ft. in 


Compact—Fast and Flexible 


ITH the two “CLEVELANDS?” illustrated here you will save 
money on your trenching jobs from the breaking of ground to the 
last foot of earth tamped. 

Time-tested, time-proven, compact, fast, flexible, streamlined for light 
weight—easy to move around the job, easy to move around the country, 
yet rugged and abundantly powered, these “CLEVELANDS” have the 
built-in qualities that enable you to get your pipe in the ground quickly, 
with least “times-out” and at lowest cost. Don’t delay—get the details— 
Write today. 





THE CLEVELAND TRENCHER COMPANY - 


"Pioneer of the Small Trencher" « 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








THIS DURABLE CONDUI ! 
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You should have complete inform 
tion about Transite Conduit and 
thinner-walled companion produc 
J-M Transite Korduct. Write '0 
Brochure DS-410. Johns-Manvi 
22 East 40th Street, New York, N.! 








J Johns-Manville TRANSITE CONDUI 
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Sell The Furnaces That 
Have Selling Advantages 


NIAGARA 


Winter Air Conditioning 
and Gravity Units 


HE outstanding features of Niagara Gas Furnaces give 
you plenty of selling advantages to speculative, con- 
tract builders and home owners alike. 


With Niagara, you sell the advantages of copper 
chrome cast iron: or . .. Toncan iron heat exchangers. . . 
a selection of belt or direct drive blowers with two speed 
control . . . the exclusive Niagara summer-winter switch 

- modern casing design . . . concealed inner controls 
... and A. G. A. approval. With these go two most im- 
portant sales features — low prices and high operating 
efficiency. 


Write for complete information. 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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ne stage of your 
feedwater heating should | 
DEAERATING 


Follow this simple and fundamental rule and Elliott engineers are expert in adapting j 
corrosion worries can be scratched off your list. design of standard Elliott deaerating heaters ay 
deaerators to the requirements of any condition 

You may need only one stage of feedwater of heat balance and space limitations. Problem 


heating, but that one stage should certainly be of control and regulation are easily solved, 


a deaerating heater. 


p eee If you will put your feedwater heating anf 

Larger plants and central stations can justify deaerating problems up to Elliott, you'll get 
the refinements of several stages of feedwater help and constructive suggestions. What's mor 
heating. In this case, one stage of heating should you can be assured that the performance ¢ 


be a deaerating heater. The extra cost of a Elliott deaerating units will be excellent—heating 
deaerating heater over any other type of stage _right to the saturated temperature of the stea 
heater is so small that it is very cheap insurance supplied to the unit, and oxygen removal 
against corrosion troubles. eliminate corrosion troubles. 

57a 











Deaerator and Heater 
JEANNETTE, P 
District Offices in Principol 


SOM 


* ame 





Elliott feedwater heaters 
for all three stages of fe 
heating in connection wit 
boiler and 7500-kw. tur 
erator installation in ths 
Shown left to right cre! 





sq. ft. vertical low-pressut 

heater, the 73,480-lb-p" 

ee aerating heater (whichis 

— termediate stage or No.? ' 

{ and the 174-sq. ft. he 

| i ( high-pressure closed heott 
2 
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4 Southern Gas Association will meet jointly with AGA Southern-Southwestern 
regional gas sales conference, Dallas, Tex., Feb. 10-12, 1941. 





1 are eae Association will hold personnel conference, Chicago, Iil., Feb. 





Y American Society of Civil Engineers concludes session, New York, N. Y., 1941. 








q em Railway Engineering Association will hold session, Chicago, Ill., Mar. 11-15, 





{ Canadian Electrical Association holds winter convention of association com- 
mittees, Montreal, Que., 1941 





¥ Texas Telephone Association will hold meeting, Fort Worth, Tex., Mar. 19-21, 1941. 











{ American Water Works Association, New York Section, will hold convention, Syracuse, 
N. Y., Mar. 20, 21, 1941. 








q New England Gas Association will hold convention, Boston, Mass., Mar. 27, 28, 1941. 








{ National Housing Conference convenes, New York, N. Y., 1941. 





§ Oklahoma Telephone Association will hold meeting, Mar. 24, 25, 1941. 








a aan Society of Mechanical Engineers will hold session, Atlanta, Ga., Apr. 1-3, 








Y American Institute of Electrical Engineers convenes, Philadelphia, Pa., 1941. @ 
4 American Soc. of Heat. & Vent. Engineers convenes, Kansas City, Mo., 1941. 





{ Minnesota Telephone Association opens meeting, St. Paul, Minn., 1941. 














{ Midwest Power Conference will be held, Chicago, Ill., Apr. 9, 10, 1941. 
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The New Regulatory Expert 


The problem of meeting vacillating and unusual requirements of 

regulatory bodies has, in the opinion of the author, created a 

demand in the utility industry for ex-employees of these agen- 

cies; but this practice, he thinks, although born of necessity, 
can be carried too far. 


By B. MORTON FULLERTON 


utility industry, this is truly the 

age of the specialist. In the past, 
utility managements have actively em- 
ployed tax, accounting, public rela- 
tions, legal, financial, and insurance 
experts. Now these managements are 
beginning to employ a new type of ex- 
pert—the regulation specialist. 

The latter’s function may be briefly 
described as helping the utility indus- 
try to be regulated in the least burden- 
some manner. Generally, this expert 
has received his training as a member 
of a regulatory body—usually a Fed- 
eral agency. When he has developed 
an extensive background in the intrica- 
cies and peculiarities of regulatory 


J sity from the situation in the 


procedure, he has left his government 
position, with its limited salary, for a 
more lucrative position in the private 
utility industry. 

The increasing practice of employ- 
ing these exgovernment employees has 
not resulted from any subversive mo- 
tives or from any desire on the part of 
utility executives to hide something. 
For living in a regulatory fish bowl, 
as they now do, utility executives have 
little left to hide. This new practice, 
rather, reflects an effort on the part of 
utility executives to protect themselves 
in their dealings with regulatory 
bodies. 

There are doubtless several reasons 
why utility executives believe that they 
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need this sort of protection; probably 
the four most important of these rea- 
sons are as follows: 

1. The extensive time consumed at 
hearings before such bodies as the 
SEC, with the result that utility exec- 
utives frequently have been so tied 
up with regulatory matters that they 
have had little opportunity to take care 
of their regular managerial functions. 

2. The demands of representatives 
of the SEC and the FPC not only for 
considerable statistical information, 
but also for substantial concessions. 

3. Vacillating opinions of the SEC 
on controversial matters, as the key 
personnel of this commission under- 
goes changes. 

4. The tendencies of the Federal 
regulatory bodies to regulate along 
theoretical rather than practical lines. 


pao who has attended, or at- 
tempted to attend, hearings be- 
fore the SEC will well appreciate the 
considerable time spent thereon by 
utility executives. It seems that the 
leading executives of the industry 
either are always on their way to 
Washington to attend some sort of 
hearing or are just returning there- 
from. The costs of these numerous 
trips and the time spent in hearings be- 
fore the SEC must be borne by the 
stockholders and the customers of the 
utility companies involved. 

In illustration of this situation, over 
a year ago, Federal Water Service 
Corporation filed a recapitalization 
plan with the SEC, under which the 
preferred stocks with their heavy ar- 
rears would receive new common, and 
the present common stock would be 
wiped out. This type of plan obvious- 
ly conforms with all the publicized 
ideals of the SEC: it eliminates the 
preferred arrears; it gives virtually all 
the voting power to the preferred 
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stocks; and it wipes out the common 
stock which apparently has virtually 
no equity in assets. But despite thes 
palpable merits, and despite the fac 
that a somewhat similar type of plan 
for the Community Power & Light 
Company was approved during the in. 
terval, the SEC has at this writing 
handed down no opinion on the pro. 
posed recapitalization. 

This delay on the part of the com. 
mission is difficult for the layman ti 
understand. If a recapitalization pla 
is meritorious and beneficial to secu. 
rity holders, what is to be gained by de. 
laying it? Why should it not be pushed 
through promptly, so that investors 
can reap the benefits therefrom a 
promptly as possible? 


S ome: are other examples of dila- 
tory action on the part of the SEC 
on recapitalization plans. Possibly 
outstanding in this connection is the 
plan for Central & South West Util 
ties Company, which was filed with the 
commission last February, but on 
which no opinion has as yet been is- 
sued. This recapitalization plan too 
has definite merit in that it would 
eliminate the substantial preferred ar- 
rears, increase the amount of common 
stock in the capitalization, and, most 
important, permit the flow of pent-up 
income to the top holding company, 
Middle West Corporation. 

But even assuming that there 1s 
some justification for deferring a final 
opinion on an important matter, it 1s 
still difficult to approve the practice 
of the SEC of holding hearings on 
some proposal filed by a utility com- 
pany several months after the date of 
the filing. As an example, East Ter- 
nessee Light & Power Company al 
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most two years ago filed a simple plan 
for merging with its subsidiary, Ten- 
nessee Eastern Electric Company. 
There was nothing particularly in- 
volved about the proposed consolida- 
tion, and the plan had much to recom- 
mend it, particularly since it was an 
obvious step toward corporate simpli- 
fication. Nevertheless, despite the ap- 
parently routine nature of the matter, 
executives of Cities Service Power & 
Light Company, the parent company, 
have been forced to make numerous 
trips to Washington for hearings. 
Naturally, considerable expense has 
been incurred by these executives 
which doubtless is out of all propor- 
tion to the importance of the matter, 
as the annual revenues of the company 
involved are less than $1,800,000. 
Incidentally, the SEC has as yet 
handed down no opinion on the pro- 
posed merger. 


5 dew time spent by utility com- 
panies in satisfying the demands 
and requirements of Federal regula- 
tory agencies is not all expended in 
Washington. For most of such ex- 
penditures are incurred in the com- 
pany’s own offices in getting together 
statistical material requested. Much of 
these voluminous data appear to have 
a doubtful use, a condition which is 


often exaggerated by the exacting de- 
mands of the SEC. Some of these de- 
mands presumably represent the activi- 
ties of the so-called “career men” in 
the regulatory body, who seem to take 
the attitude that the more concessions 
that they obtain from the utility com- 
pany involved, the greater the personal 
credit that accrues to themselves. Since 
tremendous power is given to these 
representatives of the SEC, utility 
companies are more or less at their 
mercy. Under the circumstances, it is. 
only logical that there is an increasing 
tendency on the part of utility com- 
panies to enter into private deals on 
bond refundings—which involve rela- 
tively short proceedings before the 
SEC. This situation is, of course, 
much to the advantage of the insurance 
companies, who are generally the buy- 
ers in the private deals, but it threat- 
ens to put the investment bankers on 
the bread line. 

It is small wonder that utility execu- 
tives go to the regulation experts for 
protection in their dealings with the 
Federal regulatory agencies. Since 
this specialist knows the ropes, he can 
often smooth the way for their ap- 
pearances before the commissions. He 
can authoritatively advise them when 
it is necessary and when it is unneces- 
sary to appear. Also, he is able to smell 
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“THE time spent by utility companies in satisfying the de- 
mands and requirements of Federal regulatory agencies 1s 
not all expended in Washington. For most of such expendi- 
tures are incurred in the company’s own offices in getting to- 
gether statistical material requested. Much of these volu- 
minous data appear to have a doubtful use, a condition which 
ts often exaggerated by the exacting demands of the SEC.” 
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out unnecessary requirements and con- 
cessions demanded by the commis- 
sions’ representatives. 


HERE are other services that the 

regulation expert provides be- 
sides that of simply guiding utility 
executives through the regulatory 
maze. For example, he knows the per- 
sonnel of the commissions and their 
individual views on various subjects. 
Accordingly, he can assist the utility 
company in preparing its proposal so 
that the latter will appeal effectively to 
the individual members of the com- 
mission. Because the opinions of the 
commission tend to change with its 
personnel, the importance of this serv- 
ice is manifest. 

There have been four different 
chairmen of the SEC in the six years 
of its existence, and the policies of the 
commission have varied to some extent 
under each of these heads. Also, the 
other members of the commission, and, 
more important, the personnel of the 
various divisions, have changed ma- 
terially. As a consequence, there has 
been a lack of continuity of SEC 
policy. 

There is no doubt whatsoever that 
the ideas of the SEC on the all-impor- 
tant matter of integration of holding 
companies are vastly different from 
those of earlier commissions. In the 
hearing on Cities Service Power & 
Light Company this year, for example, 
the SEC counsel gave a definition of an 
integrated system which would indi- 
cate that a holding company should 
have only one group of properties if it 
wishes to conform with the Holding 
Company Act. Despite the wide pub- 
licity given to the opinion of its coun- 
sel, the SEC has apparently made no 
JAN. 16, 1941 


effort to renounce the same as its off. 
cial opinion. In short, there is reason 
to believe that if a nonintegrated hold. 
ing company goes before the commis. 
sion with an integration plan involy. 
ing the retention of two or mor 
groups of properties, the SEC will be 
unlikely to give its approval to the 
plan. In 1938, on the other hand, the 
SEC approved the reorganization of; 
much smaller system, 7. e., Republic 
Electric Power Corporation, although 
its various properties were admitted to 
be by no means interconnected. 


 quews example of the changing 
opinions of the SEC is the fa- 
mous decision on the financing pro- 
gram of Consumers Power Company, 
a subsidiary of Commonwealth & 
Southern Corporation. As everyone 
doubtless remembers, the commission 
rejected that part of the plan which in- 
volved the financing of necessary prop- 
erty additions with bonds, since in the 
eyes of the SEC it was not “necessary 
or appropriate” for the company’s 
business to finance the property addi- 
tions in this fashion. 

The major consideration of the 
SEC in the Consumers Power Case 
was that the ratio of the common stock 
and surplus to the total capitalization 
was only 19 per cent, so that the issw- 
ance of additional bonds for new f- 
nancing purposes was not appropriate. 
Apparently this ratio or standard ofa 
sound financial condition must have 
been suddenly developed, for previous: 
ly the SEC had permitted utility com- 
panies to sell bonds for new financing 
purposes, despite the fact that the 
ratio of their common stock and sut- 
plus to the total capitalization was ap 
proximately the same or even lowef 
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Hearings before the SEC 


66 ANYONE who has attended, or attempted to attend, hearings before 

the SEC will well appreciate the considerable time spent thereon 
by utility executives. It seems that the leading executives of the industry 
either are always on their way to Washington to attend some sort of 
hearing or are just returning therefrom. The costs of these numerous 
trips and the time spent in hearings before the SEC must be borne by 
the stockholders and the customers of the utility companies involved.” 





than the above, and despite the fact 
that common stock could have been 
sold. The writer has particularly in 
mind previous approvals of issuance 
of additional bonds for this purpose by 
Central Maine Power Company, Ohio 
Edison Company, Missouri Power & 
Light Company, and Wisconsin Pub- 
lic Service Company, all of which en- 
joyed a relatively high credit rating. 


N variance with the fine distinction 
made by the SEC in the case of 
the proposed Consumers Power Com- 
pany financing, was the approval by 
the commission of the refunding pro- 
grams of both American Gas.& Elec- 
tric Company and North American 
Company. The latter involved the 
sale of new bonds and preferred stock 
of these nonintegrated holding com- 
panies to the public, notwithstanding 
the fact that the companies must effect 
certain property changes before they 


can conform with the strict integra- 
tion requirements of the Holding Com- 
pany Act. 

In the case of North American 
Company, the buyer of the new deben- 
tures was more or less buying a “pig 
in a poke,” since he had no idea what- 
soever as to what the character of the 
assets behind his bonds would be at 
their maturity. As a matter of fact, 
the character of these assets will be 
principally determined by the attitude 
of the SEC when the integration plan 
of North American Company is passed 
on. The members of the commission 
at that time, moreover, might have 
radically different views on integration 
than those of the present members. 

Further illustrating the divergent 
opinions is the approval by the SEC 
of the sale to the public of Indianapo- 
lis Power & Light Company common 
stock, even though that issue would 
have no equity in assets after deduct- 
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ing the adjustments (or write-ups) in 
its property account. Admittedly, this 
new stock was approved by the state 
commission involved, thereby more or 
less sanctioning the adjustments in the 
plant account. But the fact remains 
that the personnel of the state com- 
mission might change some day, and 
the new members thereof might force 
the company to eliminate its adjust- 
ments, thereby endangering the posi- 
tion of the common stock. 


__- illustration was the SEC 
approval earlier this year of the 
reorganization plan of Philadelphia 
Company, a subsidiary of Standard 
Gas and Electric Company, whereby 
the substantial investment in unprofit- 
able traction properties was written 
down. The commission admitted that it 
was very questionable whether the pro- 
posed write-down in this investment 
was sufficient, and pointed out that 
possibly large write-ups existed else- 
where in the system. But despite the 
intimation that the common stock of 
Philadelphia Company might have no 
appreciable equity in assets, the only 
action taken by the SEC to protect in- 
vestors in this situation was to place a 
relatively small restriction on common 
dividend payments. As a result, Stand- 
ard Gas and Electric Company will 
receive just as much income in the 
form of common dividends from 
Philadelphia Company this year as in 
1939, and possibly may receive more. 

On the other hand, the SEC counsel 
in the hearings at the start of last year 
on the proposed refunding of the high- 
grade Philadelphia Electric Company 
bonds (which refunding was subse- 
quently dropped) questioned the ade- 
quacy of the depreciation allowances 
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of the company, since such allowances 
were smaller than those of certain 
other utility companies serving metro. 
politan areas. The counsel also pointed 
out that Philadelphia Electric Company 
paid a comparatively large portion of 
its available earnings in the form of 
common dividends to the parent com. 
pany, United Gas Improvement Com. 
pany. But while the hearings ended 
without the SEC issuing any orders 
regarding the depreciation allowances 
of the company, nevertheless, the com- 
mission indelibly left its stamp on the 
investment status of the common stock 
of the company. 


HE fourth difficulty mentioned 

above as encountered by utility 
executives in their dealings with the 
Federal regulatory agencies is more 
intangible, although probably the most 
important of all. This basic difficulty 
is the tendency of the members of the 
SEC (few of whom have been trained 
in utility operations) to stress the 
theoretical side of regulation at the ex- 
pense of the practical. A distinction 
is often drawn by these agencies, and 
sometimes needlessly so, on matters 
which might well affect the credit 
position of the utility companies. For 
example, Oklahoma Natural Gas Con- 
pany was declared a subsidiary of a 
holding company (7. e., Stone & Web- 
ster, Inc.) by the SEC on the grounds 
that the management service provided 
by the latter created actual control. 
Accordingly, Oklahoma Natural Gas 
Company will be subject to active reg- 
ulation by the SEC which might con- 
ceivably place it at a disadvantage in its 
natural gas operations. Stone & Web- 
ster, Inc., incidentally; owns no stock 
of Oklahoma Natural Gas Company. 
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An even more extreme example was 
the refusal of the SEC in 1938 to 
exempt Houston Natural Gas Corpo- 
ration from the Holding Company 
Act, despite the fact that its operations 
are entirely intrastate, simply because 
it was incorporated in Delaware, while 
its properties are in Texas. However, 
not even the most accomplished regu- 
lation expert could have averted this 


type of opinion. 
| ew the benefit of utility executives 
that had not found out for them- 
selves the advantages of using the 
service of regulation experts, the 
Electrical World * carried a rather de- 
tailed editorial on the subject, which 
stated in part: 


It has been pointed out on several occa- 
sions in these columns that utility executives 
could, by devoting their time to regular 
utility operations, leave to specialists those 
matters of regulation, government reports, 
hearings, taxation. 

Regulatory agencies, being quasi judicial 
by nature, have a different approach to the 
law from the courts, and for that reason 
develop an opinion not always understood 
by lawyers trained in ordinary business law. 
Nevertheless, these opinions when contested 
are generally sustained. 

For that reason men who are trained in 
the current approach of government agencies 
to regulation would frequently be in a po- 
sition to advise utilities better than general 
law practitioners. From their experience 
they would know how far subordinates 


1 August 10, 1940. 


might go in making demands on the utility 

and how much was bluff. They might bet- 

ter understand the trend of commission 

thinking and prepare evidence accordingly. 

Something like the above advice 
must have been in the minds of the 
trustees of Associated Gas and Electric 
Corporation (which is in receiver- 
ship), since a large number of the 
personnel hired by these trustees were 
previously connected with government 
agencies. This situation is clearly re- 
vealed in the records filed with the 
United States District Court in New 
York since bankruptcy of the system 
last January, which records give com- 
plete details on forty-five salaried em- 
ployees, other than clerks and stenog- 
raphers. These records show that 
twenty-two of the forty-five employees 
were formerly connected with Federal 
agencies, such as SEC, TNEC, 
Bonneville Power Administration, 
FPC, etc., while five employees were 
formerly connected with state public 
service commissions. Of interest is the 
fact that around $246,000, or about 
76 per cent of the total payroll of 
$323,000 shown in these records, was 
paid to these exgovernment employees. 


HE high ratio of exgovernment 
employees of the Associated Gas 
and Electric trusteeship is not surpris- 


e 


“It is small wonder that utility executives go to the regula- 
tion experts for protection in their dealings with the Fed- 
eral regulatory agencies. Since this specialist knows the 
ropes, he can often smooth the way for their appearances 
before the commissions. He can authoritatively advise them 
when it is necessary and when it is unnecessary to appear. 
Also, he is able to smell out unnecessary requirements and 
concessions demanded by the commissions’ representatives.” 
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ing in one sense, for receiverships have 
usually been considered a capital op- 
portunity for creating jobs, even 
though temporary, for political sup- 
porters. This was the case during the 
lush days of the Republican adminis- 
trations, and apparently has not been 
much altered under the New Deal. If 
an exgovernment employee is hired on 
a temporary basis to do the routine 
work in connection with receivership, 
that seems a reasonable arrangement. 
But when these apparently temporary 
appointees are later transferred into 
permanent positions in the manage- 
ment of utility companies, it is time to 
examine the practice. 

Significant in this connection is the 
fact that several of the exgovernment 
employees hired by the trustees of 
Associated Gas and Electric Corpora- 
tion have subsequently been trans- 
ferred to Utility Management Corpo- 
ration, the service company in the 
Associated Gas and Electric system. 
As a matter of fact, of the four divi- 
sion heads of the management com- 
pany, three are exgovernment em- 
ployees. Three of the latter, inciden- 
tally, are understood to receive salaries 
of $12,000 a year, while the other re- 
ceives around $9,000 annually. The 
$12,000 salary of one of these execu- 
tives represents a substantial increase 
over the $3,600 annually which he was 
reported to have received when previ- 
ously with the SEC. The tendency to 
employ exgovernment employees as 
executives is by no means confined to 
the Associated Gas and Electric sys- 
tem. 


© ores there seems some justi- 
fication for the belief that be- 
cause of the increasing value of the 
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services of the regulation expert, the 
latter might well be given managerial 
positions of importance, just as in the 
case of financial and legal experts, | 
seems to the writer, however, that 
there is a notable difference between 
the functions of the regulation exper 
and those of the financial and leg! 
experts. 

It is essential that utility companies 
have able financial advice, since they 
are almost constantly in need of finan. 
ing plant expansion. Furthermore, like 
all other large industries, the utility 
industry cannot get along without 
legal advice. But there is considerable 
question whether the need for regu. 
latory advice is somewhat temporary, 
and might be obviated or reduced bya 
change in the practices and policies of 
the regulatory bodies. 

There are other problems in con- 
nection with the employment of ex- 
government employees in managerial 
positions of responsibility. Members 
of regulatory agencies, often the con- 
missioners themselves, are seldom 
equipped with practical business back- 
ground or a thoroughgoing knowledge 
of economics, with the result that they 
tend to operate principally by theory. 
We have seen what regulation by 
theory has done to the utility industry, 
and it does not require any great 
stretch of the imagination to visualiz 
what management by theory might do. 


A has been true of all trades ant 
professions, the workers bend 
every effort to make their services in 
demand. This has manifestly been 
true of legal procedure on which lav- 
yers depend for their existence, and is 
true to a somewhat different extent in 
the case of actively unionized trades 
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Chairmen of the SEC 


6< HERE have been four different chairmen of the SEC in the six 

years of its existence, and the policies of the commission have 

varied to some extent under each of these heads. Also, the other mem- 

bers of the commission, and, more important, the personnel of the vart- 

ous divisions, have changed materially. As a consequence, there has 
been a lack of continuity of SEC policy.” 





Under the circumstances, it follows 
that if there is an active demand for 
the regulation expert, then the “career 
men” will flock to the regulatory 
agencies, and complication of regula- 
tory procedure would be the normal 
consequence. 

In short, while the writer can see 
the value temporarily of using the 
service of the regulation expert, he 
would probably oppose the addition of 
such experts to the managerial staffs 
of utility companies as a solution to the 
problem. A much better solution 
would be to attempt to educate both 
the public and the regulatory bodies as 
to the inconsistent aspects of present 
regulatory procedure. Some com- 
panies, for example, now show in their 
annual reports to stockholders the cost 
of compliance with requests and or- 
ders of regulatory commissions. This 
could be made the regular practice of 
the industry, and could probably be 
more widely publicized. 

Furthermore, the individual costs 


incurred in complying with the re- 
quirements of each agency should be 
shown, if possible, so that the customer 
of the company as well as the investor 
therein can know just what each 
agency is costing him from the stand- 
point of rates and income. If it can be 
shown in this manner that certain 
agencies place a terrific expense on 
individual companies, then something 
is eventually bound to be done about 
the situation. 


A there is no reason why indi- 
vidual utility executives should 
not endeavor to apprise the various 
regulatory bodies of the tremendous 
costs involved in meeting their de- 
mands. Personally, the writer does not 
believe that the members of these com- 
missions know just how costly their 
demands are. Wendell Willkie taught 
the people of our country the expense 
of Federal competition to private 
utility industry, and there is no rea- 
son why another spokesman of the in- 
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dustry should not teach them the cost tion which, despite a number of able 
of regulation. exgovernment employees, found itself 
After all, the regulation expert can- in a sharp controversy with the SEC 
not be the cure-all of the troubles of In the writer’s opinion, this clearly 
utility companies. This fact was raises the question of whether placing 
brought out recently in the case of the so-called regulatory expert in q 
Associated Gas and Electric Corpora- managerial position is wise policy. 





Living with War—without Utilities 


“.. . we have not escaped the war. All we have done so far is 
to continue to live in our own century, and that is true of no 
country in Europe. There you find yourself back in another 
age, without rapid transit, without light, without news of what 
goes on a few miles away, with mail, if any, delwered at stage- 
coach pace. Think of a world in which a good part of the urban 
population spends half the time in caves and catacombs. Think 
of a world gone back to the most primitive conditions of life 
while harnessing all the high-powered engines of civilization 
to the work of destruction. 

“This, I suppose, is the final paradox of our time. We have 
come to the point where the barbarian invasion is mounted on 
mechanical horses. The resources of the laboratory, the top 
speeds of the assembly line, the tools of modern progress, the 
radio, the airplane, all are turned against man. It may be fan- 
tastic to suggest that the machine has revolted against its maker ; 
but we cannot help seeing that the most highly developed tech- 
niques of mass production, plus super salesmanship exalted 
into a form of government, have joined in a savage attack on 
the system those instruments and inventions have produced.” 

—Awnne O’Hare McCormick, 
Foreign Correspondent, The New York Times. 
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India Bestirs Herself 


At last, having awakened to the necessity of elec- 

tricity, nothing, says the author, can stop her for- 

ward march until the last of her 350,000,000 people 

is supplied with the advantages of civilization. War 
and nationalization of industry. 


By LOUISE C. MANN 


LTHOUGH the political future of 
India rests upon the fortunes of 
England in the war, her relent- 

less march toward the nationalization 
of her public utilities will continue 
unabated no matter what the outcome 
of the conflict. When I first arrived 
in India, she seemed to be even less 
conscious of the world conflict than 
was the United States at that time. 
Torn by internal political dissension, 
she was oblivious to any danger from 
without; and it took the Blitzkrieg in 
Europe to arouse her from her 
lethargy. 

The Hon. H. S. Swuhrawardy, 
Finance Minister of Bengal, summed 
up the situation neatly when he 
said, “With a secure British gov- 
ernment allied to India, one can con- 
sider looking ahead to the ultimate na- 
tionalization of the electric power in- 
dustry in Bengal. If India is thrown 
on her own resources, the ultimate na- 


tionalization may be very near. The 
international situation is too uncertain 
to make exact predictions.” 

At this moment in our interview a 
messenger arrived with a dispatch an- 
nouncing the fall of Brussels. Mr. 
Suhrawardy immediately lost interest 
in public utilities, and said to me in a 
critical voice, “When are you Ameri- 
cans going to come into the war and 
help England ?” 

Having heard this question repeat- 
edly during my three months in India, 
I was slightly annoyed, and replied, 
“Mr. Suhrawardy, just what is India 
doing to help England?” 

His tone then changed, and he was 
explaining that Indian participation in 
the war depended on the attainment of 
her independence from England, when 
he was called to the telephone to give 
an order closing the Calcutta stock ex- 
change on account of the panic follow- 
ing the Blitzkrieg. No wonder he was 
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unable to divulge the exact date on 
which the Province of Bengal expected 
to enter the electric industry! 

Although a representative of the 
Moslem Party, his point of view also 
indicates that of the Congress, the 
most powerful party in India. At the 
time the war broke out, the Congress 
Party had secured the governments of 
eight of the eleven provinces. Its 
leaders were gaining valuable adminis- 
trative experience, and some of the 
more radical were tempering their ex- 
treme views to be within the realm of 
practicality. When England declared 
war on Germany, however, India as 
part of the Empire was automatically 
plunged into the conflict without op- 
portunity to decide for herself. This 
autocratic action alienated the Indian 
leaders and the eight provincial Con- 
gress governments resigned, leaving 
these provinces without governments. 
The Governors, appointed by the 
Crown, have been left to function as 
best they could without Ministers, so 
that the execution of.the program of 
the Congress Party, including the na- 
tionalization of the electric utilities, 
has been considerably retarded. 


CT should be borne in mind that the 
present output of electricity in In- 
dia is very small as measured by Amer- 
ican standards, considering that India 
is a large country which contains three 
times as many people as the United 
States. The principal profitable indus- 
trial areas are Bombay with its cotton 
mills and Calcutta with its jute, while 
large sections of rural India remain 
completely unelectrified. Although the 
country has a dense population, it is 
mainly agricultural, with the result 
that there is insufficient prospect of 


JAN. 16, 1941 


profit to attract private investment, 

Even if the people appreciated and 
understood the uses of electricity, their 
extreme poverty would prevent them 
from using it for domestic purposes, 
unless it could be supplied very cheaply 
by government subsidy, accompanied 
by a propaganda campaign, such as has 
been successfully accomplished in 
Madras. 

The drawback to electrical develop. 
ment by the Provincial Indian gov- 
ernments, furthermore, lies in their 
lack of experience, both technically 
and politically. Until the last three 
years the country was run for the In- 
dians by the English; and it has only 
been in the last decade that the serv- 
ices of the governments and the tech- 
nical staffs of the industries have been 
Indianized. 

Considering the handicaps under 
which they have been laboring, there- 
fore, the achievements of both private 
Indian capital and the Provincial gov- 
ernments in the hydroelectric develop- 
ment of India has been nothing short 
of amazing, and there is every indica- 
tion that this progress will continue 
unless the rigors of war intervene. 

The National Planning Committee 
of the Congress is hard at work, so 
that when that party again resumes 
power at the end of the present emer- 
gency, their program will be complete. 
Since the Congress Party is definitely 
socialistic, its policy includes the na- 
tionalization of the public utility serv- 
ices. 


ib iw government already controls 
the posts and telegraphs, the long- 
distance telephones, and most of the 
railroads. Those railroads remaining 
under private management are in the 
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process of nationalization, under the 
terms of their licenses. The railways 
are unable to make a profit, except 
during wars, but on the other hand the 
freight charges are the lowest in the 
world, according to Anstey’s “Eco- 
nomic Development of India.” 

Bhulabhai J. Desai, Congress lead- 
er, claims that with Indian manage- 
ment the railroads could be made to 
pay 4 or 5 per cent profit, after in- 
terest and depreciation. He said that 
at present an English board appointed 
by the Viceroy is spending Indian 
money without being responsible to 
the Indian people. 

At this point it might be well to de- 
scribe the Indian leaders whose opin- 
ions are quoted in order to show the 
direction of Indian policy. Bhu- 
labhai J. Desai is a member of the 
Working Committee and the leader of 
the Congress Party in the central 
legislature, which also involves being 
leader of the opposition to His 
Majesty. As such he is slated to be 
India’s first prime minister under 
Federation. He is very close to Gandhi, 
who is still the real leader of India, 
and is in constant telephonic communi- 
cation with him. Before his entrance 
into politics in 1932, he was a promi- 
nent lawyer in Bombay, in which ca- 
pacity he negotiated the contract be- 
tween Tata and American & For- 
eign Power. He is thus particularly 


experienced in dealing with public 
utilities, and his opinion will go far 
toward shaping the future policy of 
India in that regard. 


HE Hon. Huseyn Shaheed Suh- 

rawardy is the Finance Min- 
ister and also the Minister for Com- 
merce and Labor and Rural Recon- 
struction for the Province of Bengal. 
In this latter office he is interested in 
the development of a supply of cheap 
electricity by the Bengal government, 
and directed a survey which was car- 
ried out by S. W. Redclift, elec- 
tric adviser of Bengal. This survey has 
been most helpful, because it not only 
covers the situation in Bengal, but also 
describes what has been done in the 
other provinces. Since the ministry of 
Bengal is Moslem, Mr. Suhrawardy 
represents a different section of Indian 
thought from that of the Congress 
leaders, although his ideas seem to be 
quite similar. 

The present and future public 
utility policy of the Congress Party 
may be summed up in the words of 
Mr. Desai: “It is our intention to 
eliminate private profit, either by giv- 
ing cheaper service to the public, or 
by using that profit to confer other 
benefits, such as more education and 
lower taxes, to the people.” 

Radical as this statement may 
sound, it only continues the policy 


Nna- 4 


erv- 
“THE central government of India is at present engaged in 
taking over the private telephone companies in the cities. 


rols Since the government already owns the profitable intercon- 
ng- necting trunk lines, they feel that not only will the service 
the be more efficient under unified management, but that the rev- 
ling enue now going to the private companies might as well be 


the diverted to the government treasury.” 
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which has long been in existence in 
India of providing for eventual gov- 
ernment ownership of all the public 
utilities, which follows what is already 
being done in England. Most of the 
concessions contain such provisions, 
specifying the number of years the 
concession is to run and the method 
of valuation at the time of purchase. 
Most of the railroads have already 
been taken over by this formula. 

The Indian Electricity Act of 1910 
provides for eventual similar acquisi- 
tion of all the electric companies at 
the termination of their contracts, the 
valuation to be computed on the aver- 
age profit of a specified number of 
years. The idea, therefore, is not con- 
fiscation but legitimate purchase, in 
order that the profits will go to the 
governments rather than to the private 
owners. 


HETHER these profits will be 

passed on to the consumer direct- 
ly in the form of lower rates or indi- 
rectly in the form of lower land taxes, 
will depend on several factors, varying 
with the different provinces, the ques- 
tion being whether cheaper electric 
rates will actually encourage the use 
of more electricity. Mr. Desai said: 


It does not follow in India that increased 
consumption will result from lower rates. 
Cheaper rates only help the better classes, 
which in many parts of India are the only 
users of electricity. The purpose of the 
government purchase of private companies 
is to take the profits for the government 
rather than to provide cheap power for the 
people. Since the poor people in India do 
not use electricity, they will be more greatly 
benefited by using these profits to relieve 
taxation or to extend education. 


On the other hand, in several prov- 
inces the hydroelectric development 
has been carried out initially by the 
governments, on account of its in- 
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separable connection with irrigation, 
Mr. Desai admitted that in Madras, 
where such development had produced 
a plentiful supply of electricity with 
large capital expenditure, it was more 
feasible to sell it cheaply than not at 
all. 

In the United Provinces, Sir Wil- 
liam Stampe recommended in his re- 
port on the Ganges grid that reduced 
rates would increase the domestic 
consumption of electricity, while on 
the other hand, although the govern- 
ment had started with a limitation of 
64 per cent to 7 per cent profit, there 
seemed to be a temptation to keep all 
the profits in the government coffers 
rather than to reduce rates. 

The central government of India is 
at present engaged in taking over the 
private telephone companies in the 
cities. 

Since the government already owns 
the profitable interconnecting trunk 
lines, they feel that not only will 
the service be more efficient under uni- 
fied management, but that the revenue 
now going to the private companies 
might as well be diverted to the gov- 
ernment treasury. 


. iw government has recently of- 
fered Rs. 5 crores (approximately 
$15,000,000) for the three telephone 
‘companies of Bombay, Calcutta, and 
Madras, in advance of the date of op- 
tion in 1943. They calculate that they 
may be able to make a profit of Rs. 17 
lakhs ($510,000) a year on the three 
exchanges, offsetting the loss of royal- 
ties by paying par, which is less than 
the market price of the shares. 

Any further hydroelectric develop- 
ment will have to be done by the gov- 
ernments, for three reasons: 
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Electricity Output in India 


“_.. the present output of electricity in India is very 
small as measured by American standards, consider- 
ing that India is a large country which contains three 
times as many people as the United States. The prin- 
cipal profitable industrial areas are Bombay with its 
cotton mills and Calcutta with its jute, while large 





sections of rural India remain completely unelec- 


trified.” 





(1) All the profitable industrial areas have 
already been developed. (2) The radical 
policies of the Congress Party will limit 
private profit by lowering rates and raising 
wages. (3) The growing tendency of the 
governments to engage in the power indus- 
try, either by taking over existing com- 
panies or controlling them, discourages new 
development by private capital. 


Mr. Suhrawardy, Finance Minister 
of Bengal, said that it was the policy 
of the government to provide cheap 
electricity for the people, but that the 


Province was not yet sufficiently in- 
dustrialized. ‘Bengal is in the throes of 
a vicious cycle,” he continued, “we 
can’t have cheap electricity without an 
industrial load, and we can’t have an 
industrial load without cheap elec- 
tricity. Since private capital refuses to 
take the risk, the government will have 
to do it, if there is to be any further 
development in Bengal.” 

The European point of view was 
that private capital in the future would 
be hampered by the radical policies of 
the Congress Party, because they not 
only would increase wages but would 
encourage strikes and labor disorders. 

In reply to this accusation, Mr. 
Desai stated that although it was true 
that the Congress Party was sympa- 
thetic with labor and encouraged the 
sharing of profits, that when that party 
was in power there were fewer strikes 


and less labor agitation, because the 
same measures were obtained for labor 
by legislation. One of the achieve- 
ments of the Congress Party had al- 
ready been a decree providing for 
arbitration for factory labor disputes. 


M. Birla, one of the financial 
e powers behind the Congress 
Party, was less radical in his interpre- 
tation of its labor policies. He was in 
favor of higher wages in general, be- 
cause the rise in purchasing power 
would help business. He said that the 
policy of the Congress Party was to 
raise wages according to the cost of 
living in the different localities. 

One great drawback to the hydro- 
electric development of India is the 
seasonal rainfall, although the poten- 
tial possibilities for the growth of 
hydroelectricity are immense. Peren- 
nial rivers with sufficient water 
throughout the year are practically 
nonexistent in India. Water, there- 
fore, must be stored for use during 
the dry season, causing great capital 
expenditure. On the other hand, 
hydroelectric schemes can frequently 
be associated with important irriga- 
tion projects, the water being first used 
to drive the turbines and then dis- 
tributed over the fields. 
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Another handicap to the mechanical 
development of India is insufficient 
training and experience. The lack of 
mechanical development is the fault of 
both English conservatism and Hindu 
psychology, each side laying the blame 
upon the other, while the torrid climate 
bears its share of the responsibility. 
The Indians claim that they should 
have been educated and trained by the 
English, while the English claim that 
the Indians have no innate mechanical 
ability. 

Hitherto they have been greatly im- 
peded by the caste system from de- 
veloping the engineering professions, 
because only the lower castes and un- 
touchables are permitted to work with 
their hands, while the higher castes re- 
ceive the technical training at the uni- 
versities. 

Although the Moslems do not di- 
rectly adhere to the caste system, 
their social organization reflects the 
Hindu customs. Several English elec- 
trical engineers have complained to me 
of the impossibility of obtaining ade- 
quate assistants, because the theoreti- 
cally trained Indian engineers not only 
had had no practical training, but ex- 
pected a helper to do all the mechanical 
work for them. Recently, however, 
some of the Indians are beginning to 
see the absurdity of this situation, and 
are taking a more realistic view of me- 
chanical engineering. 


ae is at present feeling the 
lack in India of the training which 
is so necessary for modern warfare. 
She is now regretting her policy of 
having kept India untrained and de- 
fenseless. An editorial in the Calcutta 
English newspaper, the Statesman, de- 
clares : 
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The number of Indians trained to be air. 
men or gunners or fitted in any way for 
mechanical war, or to be officers, is pitiable. 
We have wasted the years. Let us admit 
our mistakes and repent rapidly. 


The principle of Provincial Au- 
tonomy was developed at the time of 
the Constitution Act of 1935, the au- 
thority over electric power being there- 
by relegated from the Central Author- 
ity to the Provincial governments, be- 
cause India is too large and diverse a 
country to be efficiently administered 
by a central authority. The hydroelec- 
tric development in Bombay is not only 
the most important but the only one in 
India in which American interests are 
involved. 

The threé schemes developed by 
Tata Sons, Ltd., in Bombay consist of 
the Tata Hydroelectric Power Supply 
Company, Ltd., 1915, the Andhra Val- 
ley Power Supply Company, Ltd., 
1922, and the Tata Power Company, 
Ltd., 1927. In 1929 a managing com- 
pany for the three schemes was 
formed, called the Tata Hydro-Elec- 
tric Agencies, Ltd., in which a Cana- 
dian subsidiary of the American & 
Foreign Power Company joined in the 
management with Tata Sons as man- 
aging agents. 

It should be made clear that there is 
no American or foreign capital in- 
vested in this company, so that there is 
no political discrimination against it 
for this reason. On the contrary, since 
the North Americans have been invited 
to come in, they are cordially welcomed 
by India, in sharp contrast to the at- 
titude of some of the Latin-American 
countries—Mexico, for example. 


HE Tata works have a combined 
normal capacity of 246,000 horse- 
power and provide electrical energy for 
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the city of Bombay, Bombay suburbs, 
Thana, Kalyan, and Poona, in all a 
population of 1,600,000. Bombay is 
the second largest city in India, and its 
cotton mills and other factories con- 
sume about 150,000 horsepower. An- 
other important load is the electrified 
railways to Kalyan and Poona. 

The favorable position of the Wes- 
tern Ghats which rise to a height of 
more than 2,000 feet above sea level 
a few miles from Bombay, with their 
heavy rainfalls of 100 to 200 inches, 
has made possible this economical 
hydroelectric development. The actual 
fall of 1,725 feet develops a pressure 
of 750 pounds to the square inch. 

The three companies operating effi- 
ciently under one management provide 
an adequate and economical power 
supply. The industrial rate has been 
decreasing with increased consump- 
tion, and now averages .50 of an anna 
per unit (about one cent U. S.). The 
hydroelectric power is sufficiently 
cheap so that both the Bombay Electric 
Supply and Tramways Company and 
the Poona Electric Supply Company 
have shut down their thermal gener- 
ating plants and take their supply in 
bulk from Tata. The Indian Year 
Book, from which some of these sta- 
tistics are taken, looks forward to the 
time when most Indian villages can 


q 


e 


be served with cheap hydroelectric 
power in a similar manner. 
According to Mr. Redclift’s report, 
the whole scheme is working under 
several electric licenses, and the gov- 
ernment has no financial commitments. 
The industrial rates vary according to 
the demand of the consumers, all of 
whom must guarantee to take at least 
5 lakhs (500,000) of units per annum, 
all loads below this figure being sup- 
plied by the distributing companies. 
The capital expended to date exceeds 
16 crores ($48,000,000), and the com- 
panies pay dividends on an average of 
approximately 8 per cent. 


HERE are remaining in Bombay 
some 28 towns which have not 
been electrified, and which are not suf- 
ficiently industrialized to attract pri- 
vate investors. The government was 
making a survey with a view to taking 
definite action; but since the govern- 
ment has resigned, further develop- 
ments will probably be deferred until 
the end of the political impasse. 
When the Congress Ministry was 
formed in Bombay, the Finance Min- 
ister, Hon’ble A. B. Latthe, expressed 
the intention of the government to ac- 
quire all of the public utility concerns ; 
but since the Ministry has resigned the 
matter has been dropped. Mr. Desai 


“ONE significant fact of the electrical development of India 
is that the greatest achievements, both by private initiative 
and government enterprise, have almost all taken place with- 


in the last ten years. Although these accomplishments may 
look small when measured by numbers of kilowatt hours, the 
results of the last decade are nothing short of gigantic when 
compared with the preceding sleeping centuries.” 


83 
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said he doubted if there would be any 
further movement to take over the 
Tata companies. 

On the other hand, the government 
of Bombay will have the power to 
share profits and control of any new 
distributing companies granted conces- 
sions since 1938, with eventual option 
of purchase. 

The only other Province in which 
foreign investors are interested is 
Bengal, where Calcutta is supplied by 
an English company. The electric de- 
velopment of Bengal involves some 
peculiar problems. The southern por- 
tion of the Province, where the Cal- 
cutta jute mills are located, is flat, so 
that no hydroelectric power is avail- 
able; but fortunately the coal mines of 
Bengal are not too distant. The jute 
mills are not completely electrified, 
partly because steam is necessary for 
the processing. 

The northern part of the Province, 
which is near the Himalayas with 
their enormous potential supply of 
power, contains no industries which at 
present would make that power worth 
developing. With the exception of the 
Calcutta district, the whole Province is 
agricultural; and since the country is 
too wet, the only agricultural demand 
for power is for pumping instead of 
for irrigation. 


HE Calcutta Electric Supply Com- 

pany, Ltd., is a profitable English 
company which supplies the section 
around Calcutta with thermal electric- 
ity made from Bengal coal. Most of 
the other Bengal companies are private 
Indian, with the exception of Darjeel- 
ing, a municipal enterprise, which is 
the only concern to have received gov- 
ernment financial assistance. 
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Most of the electrical development 
of the Province has taken place within 
the last ten years, the number of kilo- 
watt hours sold in 1928, 168,029,000, 
increasing to 436,172,000 in 1938, 
Nevertheless, large sections of the 
Province, including 48 towns of more 
than 5,000 people, are still unelectri- 
fied, because there would not seem to 
be sufficient prospects of profits to at- 
tract private capital. For this reason, 
the Bengal government considered 
that it would be necessary to complete 
the electrification of the Province by a 
comprehensive government scheme, 
which would involve the taking over of 
the private companies. 

Mr. Suhrawardy, the Bengal Fi- 
nance Minister, felt that a cheap elec- 
tric supply would attract industry, but 
that it would be necessary for the gov- 
ernment to supply it, because private 
capital refused to take the risk. Mr. 
Redclift had offered on behalf of the 
government to subsidize electricity for 
power purposes in any of the 47 elec- 
trified towns outside of Calcutta, in 
order to encourage industrial growth 
in the mofussil ; but there were no tak- 
ers. The electrical adviser therefore 
arrived at the conclusion that the Ben- 
gali were not industry-conscious. 

The opinion has been expressed in 
financial circles that the war will make 
it difficult to borrow the money for the 
execution of the government power 
project, especially since the Ministry 
has recently embarked upon a jute 
price stabilization scheme which will 
require large funds. 


M Rr. Redclift reports that the elec- 
trification of the province can 
possibly be financed by utilizing the 
revenue from the electricity tax. Since 
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Publicly Owned Utilities in India 


el Bs government [of India] already controls the posts and tele- 

graphs, the long-distance telephones, and most of the railroads. 

Those railroads remaining under private management are in the process 

of nationalization, under the terms of their licenses. The railways are 

unable to make a profit, except during wars, but on the other hand 
the freight charges are the lowest in the world...” 





this tax had only been imposed since 
1935, and had not been earmarked for 
any special purpose, it would be logical 
to use it for electricity development. 
Assuming money to be available at 3 
per cent, the recurring revenue of Rs. 
20 lakhs ($600,000) will finance a loan 
of 63 crores of rupees ($19,500,000). 
The increasing consumption of elec- 
tricity for lights and fans would prac- 
tically eliminate risk from this loan. 

Furthermore, the opinion is held by 
others that there will be an increasing 
flow of private Indian capital into gov- 
ernment securities and industry in 
Bengal, because the previous outlets 
for surplus funds, the zemindaris 
(large estates), and money lending are 
being controlled by legislation. The 
granting of the limited franchise has 
done much to instigate legislation for 
the benefit of the agriculturist. 

The Calcutta Electric Supply Com- 


pany does not reflect Mr. Redclift’s 
optimism as to the possibilities of in- 
creasing domestic consumption of elec- 
tricity. Their annual report for 1939 
states : 

The demand for domestic purposes has, 
of recent years, been slowing down. We 
have by no means reached the saturation 
point; but the many minor electrical appli- 
ances which are now familiar in British 
homes have not yet been adapted to Indian 
conditions; in particular, a cooker has not 
yet been invented which suits the require- 
ments of the ordinary Hindu kitchen. 

On the other hand, the Calcutta 
company has been prevented from con- 
tinuing its normal expansion by the 
exigencies of war. Two of the three 
sets of the new superstations at Mula- 
jore were put into commission, but the 
third set was requisitioned by the 
British government at the outbreak of 
the war, although it was already loaded 
on the ship which was to bring it from 
England to India. The Calcutta Elec- 
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tric Supply Company consoled itself 
by the thought that this very ship was 
sunk by a German torpedo, so that the 
machinery would not have been re- 
ceived in any case. 


aewee in spite of these disasters the 
company is still paying dividends 
of 8 per cent income tax free on the 
common stock, the Calcutta Corpora- 
tion (municipal government) looks on 
it with a jealous eye and would like to 
take it over. Such an attempt was 
averted in 1938 by Finance Minister 
Suhrawardy, the proposition being en- 
tirely unsound, because they had 
neglected to include a power station in 
the properties to be purchased. 

The rate had previously been re- 
duced from 3 annas to 2 annas per unit. 
The municipality felt that the rates 
could be further reduced because the 
directors were each drawing from Rs. 
30,000 to Rs. 40,000 per year, and the 
company was maintaining expensive 
offices and large staffs of high-salaried 
officials in both Calcutta and London. 
The feeling was also that the British 
investors were receiving revenue 


which would better flow into the cof- 
fers of the municipality of Calcutta, 

Mr. Suhrawardy said that the al- 
ternative to municipal undertaking was 
for the government to purchase the en- 
tire enterprise, which action depended 
on the progress of the emancipation of 
India. 

One significant fact of the electrical 
development of India is that the great- 
est achievements, both by private ini- 
tiative and government enterprise, 
have almost all taken place within the 
last ten years. Although these accom- 
plishments may look small when 
measured by numbers of kilowatt 
hours, the results of the last decade are 
nothing short of gigantic when com- 
pared with the preceding sleeping cen- 
turies. 


ieee has at last awakened to the ne- 


cessity of electricity; and once 
awake, nothing can stop her forward 
march, neither wars, nor religious dis- 
putes, nor the obstinacy of politicians, 
until the last of her 350,000,000 peo- 
ple is supplied with the advantages of 
civilization. 





Economic Independence of the Press 


” ee independence of the press is an essential corollary 

of the freedom of the press. Only by maintaining its 
economic ability to publish can a newspaper exercise its consti- 
tutional right to be free. The liberty of a newspaper to print 
the news and to express and reflect public opinion in a democ- 
racy must rest upon economic independence. Those who now 
seek to establish an economic level for the freedom of the press 
will find in the end that they have been instrumental in trans- 
forming the institutional liberty of the press into a totalitarian 


economic pattern.” 


—Car_ W. ACKERMAN, 


Dean, Columbia University Graduate 


School of Journalism. 
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The Ownership Question 
As the Employees See It 


Some prefer working for publicly owned, some for 
privately owned, utilities. 


The author tells why. 


By ALFRED M. COOPER 


NOWING that I have been em- 
K ployed at various times in both 
privately owned and munici- 
pally owned electric utilities, people 
often ask me in which type of organi- 
zation I prefer to work. In answering 
such a query it is necessary to weigh 
the whole question of personnel policy 
existing under the diverse theories of 
management to be found in the city- 
owned power bureau and the electric 
company which operates as a private 
enterprise. 

Perhaps I should state at the outset 
that I prefer to work for a private 
corporation rather than for a publicly 
owned concern. But I should also 
make clear that I know many em- 
ployees of city power bureaus who 
would never be happy working for a 
privately owned utility company. 

The amount of pay the employee re- 
ceives for his work under either of 
these conditions of employment might 
be the deciding factor in his preference 
if the difference in remuneration were 


appreciable. For the average em- 
ployee, however, there is little differ- 
ence. A lineman or station operator 
or stenographer is paid about the 
same, whether working for the city or 
for the electric company. The higher 
executives receive about the same pay, 
except that in some privately owned 
companies the general manager and 
president get more than comparable 
officers in the city-owned bureau. In 
my own case I received exactly the 
same salary when I worked for a large 
city-owned utility and when I worked 
for a large utility corporation. 


HE municipal employee, however, 
frequently has “perquisites” 
which arise from the fact that he 
works for the city. In our city, for 
example, a municipal employee can buy 
almost anything from local merchants 
at a discount. Two dollars off on a 
tire for your automobile, $10 off 
on a washing machine, discounts 
even on your fishing tackle, paints, and 
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hardware—these concessions add up 
in the course of a year. I have never 
been able to figure just why such dis- 
counts are made especially to munici- 
pal employees, and the merchants I 
have questioned on the subject have 
not shed much light on the matter. It 
seems to be one of those things that has 
grown up; nobody knows how, or why. 
But it adds materially to the purchas- 
ing power of the city employee’s pay 
check. 

There is also greater freedom per- 
mitted the employee of a municipal 
power bureau in the use of “company 
cars” than is true in the private com- 
pany. Any employee whose business 
takes him away from the office can get 
a “pool car” during working hours. 
These automobiles may be taken home 
at night, and many of them are to be 
seen on the highways on Sundays. 
Some of these are actually being used 
on city business over the week-end. 


S° far as working conditions are 
concerned—hours of labor, ma- 
chinery, tools, and equipment—there 
is little to choose between the publicly 
owned utility and the electric com- 
pany. Either concern may operate 
under open or closed shop conditions 
in its various departments. Electrical 
machinery, transformation, and dis- 
tribution equipment and apparatus are 
pretty well standardized, as is the rou- 
tine of its operation and maintenance. 
The employee of the private corpo- 
ration may be conscious of a stricter 
supervision of his activities on the job 
than is the municipal employee, and 
there is a stricter holding to account 
for errors in an electric company’s 
power house or shop than in those of a 
city power bureau. 
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The real divergence in experience 
between the employee of a city-owned 
light plant and one who works for a 
privately owned utility begins with a 
different type of supervision, is bound 
up with the fact that the power bureay 
employee is a civil service employee, 
and rests finally upon a totally differ- 
ent managerial concept of function 
and responsibility. 

Whether the individual employee 
reacts to one or the other ideology of 
management depends entirely on the 
employee himself. 


beeen civil service there is, of 
course, a greater sense of security 
of tenure of position than generally 
exists, as yet, in private enterprise. 
Every employee of a power bureau 
knows that it is next to impossible for 
him to be discharged. Theoretically, 
charges may be preferred against such 
an employee before the city civil serv- 
ice commission, and, if substantiated, 
he may be discharged for any of a 
number of reasons. Actually, the su- 
perior bringing such charges is the 
one really put on trial, and in case the 
commission rules adversely to the em- 
ployee’s interest, there is always re- 
course to courts of law. Therefore, 
there is rarely any effort made to se- 
cure the discharge of any civil service 
employee, no matter how incompetent 
he may be. 

The effect of this condition of em- 
ployment is twofold. It makes for 
more leisurely effort on the part of 
most employees of a_ city-owned 
utility. It makes for a softer type of 
supervision, in which the emphasis is 
placed upon winning the codperation 
of the subordinate rather than upon 
hard-boiled, do-it-or-else bossing. 
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c¢ FF getnnnipes or station operator or stenographer is paid about the 

same, whether working for the city or for the electric company. 

The higher executives receive about the same pay, except that in some 

privately owned companies the general manager and president get more 
than comparable officers in the city-owned bureau.” 





Spee the standpoint of overall effi- 
ciency of operation there is no 
question but that the privately owned 
utility can get more things done for 
less money expended than can any 
publicly owned utility. But we are 
now discussing the employee’s reaction 
to the two conditions of employment, 
and efficiency of performance is not 
necessarily a controlling factor here. 

Some of us like to work in a snappy, 
efficient, wide-awake organization. 
Others among us prefer to labor under 
pleasanter, more leisurely conditions. 
That is the gist of the matter. Some 
of us are willing to take the rap if we 
make a mistake, or if we waste time 
and material in doing a job the wrong 
way. Others prefer working for a 
concern that can afford to be more in- 
different in such matters, since it has 
behind it the unlimited resources of the 
city which owns it. 

This difference in employee atti- 
tude manifests itself in many ways. In 
a city power bureau you cannot, for 
example, insist upon perfection in typ- 
ing and mimeographing from any 
office force. There is a rather medi- 


ocre standard of excellence in effect, 
and this standard will not be exceeded. 
Neither can you expect cheerful over- 
time work, nor extra effort in emer- 
gencies from civil service employees. 
This is not a question of employee 
morale. It is a natural reaction from a 
group of employees whose pay and pro- 
motion depend upon length of service 
rather than upon the goodwill of their 
supervisor. 


A it is more difficult to sell the 
employees of a city power bureau 
on the necessity for forming safe work 
habits in hazardous occupations than 
is the case in the privately owned con- 


cern. The greater independence of 
thought which prevails under civil 
service conditions of employment 
makes it difficult for the individual to 
appreciate his responsibility for the 
safety of himself and others. This, 
coupled with the generally lighter 
penalties inflicted for infractions of 
safety rules, makes it much more of a 
problem to reduce the frequency and 
severity of accidents in such depart- 
ments, for example, as Overhead Line. 
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In the private corporation any office 
supervisor feels justified in making an 
effort to prevent waste in the utiliza- 
tion of paper, envelopes, typewriter 
ribbons, stencils, and other office sup- 
plies. In a similar office under city 
ownership, the office supervisor must 
forget about waste prevention. The 
idea is too firmly fixed in the mind of 
each office employee that there is 
plenty of money available in the city 
treasury for anything that office re- 
quires. The supervisor who attempted 
to conserve office supplies would lose 
the respect of his subordinates, and 
thereby their codperation. And with- 
out this willing codperation the super- 
visor of a group of civil service em- 
ployees is sunk. 


’ would seem that whatever de- 

tracts from a supervisor’s authority 
makes the subordinate’s lot easier. 
Certainly, under civil service, the em- 
ployee feels little compulsion, and 
therefore perhaps enjoys more peace 
of mind than does the employee in a 
private corporation. There is a much 
greater degree of familiarity between 
supervisor and supervised here than 
could possibly exist in the organization 
of a private company. 

There are any number of people 
who would prefer working under such 
conditions of freedom of action to that 
imposed by a more rigorous, but more 
efficient, administration. The em- 
ployee who is not overly ambitious, 
who likes to take his time in getting 
out production, and who dislikes strict 
supervision of his activities, is quite 
happy in a city-owned power bureau. 
Much of this contentment is due to the 
security he feels in his modest position, 
come what may. 

JAN. 16, 1941 


Parenthetically, this urgent desire 
for job security is not confined solely 
to the employees of a publicly owned 
electric utility. It is becoming a con- 
suming passion in America, particv- 
larly among those young people who 
are seeking their first jobs. I know 
one young man who has what I would 
consider a good job in a big airplane 
factory in California. The pay is good, 
the work is not hard, and there are 
excellent chances for advancement 
open to him. But this lad has taken a 
Federal civil service examination for 
city mail carrier, and is elated to know 
that he is now within two of the top of 
the eligibility list for this job. As soon 
as he is called he will quit the factory. 
He says that the country will shortly 
have all the airplanes it can use, either 
for military or commercial purposes, 
but that there will always be mail to 
be carried. I believe this young fellow 
is typical of a large segment of his 
generation. 


I THINK I have made it clear why a 
certain large proportion of em- 
ployees would and do prefer to work 
for a city-owned electric utility. Now, 
if I may, I should like to explain why 
another large group of workers, in 
which I must include myself, prefer 
to work for a privately owned corpo- 
ration. 

Strict supervision may prove irk- 
some, but it keeps you on your toes. If 
it is coupled with some assurance that 
meritorious effort on your part will 
receive recognition, in increased pay 
and in promotion to a better job, and 
regardless of seniority, then you don't 
mind a bit of prodding once in a while. 
The type of employee who prefers 
working under private ownership 
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usually is of the sort that puts out 
sufficient effort to keep him a couple 
of jumps ahead of the boss. There- 
fore, he feels the spur only on those 
infrequent occasions when he lays 
down a bit on the job. 

The employee of a privately owned 
utility who has made himself valuable 
to his concern has little fear of the 
loss of his job. He knows that the 
very efficiency in management which 
makes for punchier supervision on the 
job also makes it unlikely that a good 
man, in whom the company has a sub- 
stantial training investment, will be let 
go without cause. 

As a matter of self-respect it is nice 
to know that you are kept on the pay- 
roll because you are worth money to 
your employer, not because you are 
protected by a paternal civil service 
commission. If this statement sounds 
trite and old-fashioned, then the entire 
principle of private enterprise is 
ridiculous and outmoded. But I don’t 
think it is. 


—* point of view of the lowliest 
employee in any public utility or- 
ganization, public or private, is ex- 
tremely important today, since it 
represents the point of view of the 
working people of America. If a ma- 
jority of these people prefer to work 
under the easy-going routine of civil 
service employment, we will unques- 
tionably soon be living in a socialized 
state, in which all industry will be 
government owned. This must be 
true, since these people have the say as 
to whether we shall have a commu- 


nistically minded government at 
Washington, or an American type of 
government there. 

But if a majority of our working 
people prefer the American plan of 
private enterprise, and would rather 
work under such a set-up than under 
civil service, our industries will con- 
tinue to remain privately owned. 

It is for this reason that the man- 
agement of the privately owned elec- 
tric utility must make every possible 
effort to eliminate from its personnel 
policy anything which smacks of the 
employee-be-damned attitude of past 
years. 

Job security in private industry 
generally is just around the corner. 
Supervision of the working force is 
becoming more enlightened each year. 
With these refinements in managerial 
policy in effect, the privately owned 
electric utility has nothing to fear from 
public-ownership ideology, either in 
Washington or among the rank-and- 
file of its own employees. 

But it must be kept in mind that the 
whole question of socialization of 
American industry will be decided by 
the employees in industry, not by a 
conference of big-wigs in Washington 
or Wall Street. When this fact is 
generally accepted in high places there 
will never be further occasion for con- 
cern about the attitude of these em- 
ployees toward socialization. Four- 
fifths of them don’t want it, so long as 
they are treated fairly by their private 
employers. The other fifth we will al- 
ways need to fill the city, county, state, 
and Federal civil service jobs. 
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Finesse company seeking to in- 
crease rates must be prepared to 
show affirmative evidence that the pro- 
posed rates are required in order to yield 
a fair return on the company’s invest- 
ment. Such is the gist of a recent deci- 
sion by the supreme court of Idaho in 
affirming a ruling of the Idaho commis- 
sion which rejected an application of the 
Pacific Telephone & Telegraph Company 
to increase rates. 

The court in an opinion by Judge 
Holden emphasized the point that the 
burden of proof is upon a public utility 
seeking to increase rates to justify the 
increase. While the evidence was quite 
voluminous—1,660 folios, in addition to 
66 exhibits of various sizes—the princi- 
pal witness for the company, Robert P. 
Judy, general commercial manager, was 
unable to state definitely what effect the 
new rates would have upon the com- 
pany’s earnings with relation to its in- 
vestment in Idaho. The court’s opinion 
stated : 

Mr. Judy, the expert, must have known 
what rates would give his company a fair 
return on its Idaho investment, in that he 
testified he had “reviewed pretty thor- 
oughly the situation in Idaho from the 
standpoint of the rates,” and yet he care- 
fully avoided answering the question 
which would have given the commission 
that information. Instead, he said he 
would “have to make a study to determine 
that.” If Mr. Judy, after a thorough re- 
view of the “situation in Idaho from the 
standpoint of the rates,” and with all the 
evidence offered by his company, could 
not “determine that”—in other words, if 
the evidence offered by his company is 
not sufficient to enable him, an outstand- 
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ing expert, to state what rate would give 
the company a fair return on its Idaho 
investment, just how can it logically be 
insisted the evidence is sufficient to enable 
the commission to do so? 

A painstaking examination and study of 
the evidence leads to the conclusion the 
company failed to sustain the burden of 
proof; therefore, the orders appealed 
from are affirmed with costs to re- 
spondent. 


The area served by the Pacific Tele- 
phone & Telegraph Company in Idaho 
embraces the territory contiguous to 
Lewiston and extends east to Grange- 
ville, Idaho. The company had con- 
tended that the proposed rate increase 
would not only fail to produce a fair re- 
turn on its property but would result in 
hardly any return at all. In other words, 
the company claimed that the purpose of 
the application for the increase was sim- 
ply to meet its operating expenses and 
taxes. Pacific Telephone & Telegraph 
Co. v. Idaho Public Utilities Commis- 
sion. December 19, 1940. 


* * * * 


f° jer tpent a were recently report- 
ed under way for the sale by In- 
ternational Telephone & Telegraph of its 
properties in Rumania. Other properties 
in Germany and German-occupied terti- 
tory in Europe possibly may be in- 
cluded in the negotiations. Payment for 
the property, it was understood, would 
be made from funds which were frozen 
in this country by orders from Washing- 
ton when Rumania came under German 
domination. : 
Disclosure of the IT&T negotiations 





So 
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raised conjectures that other companies 
with properties in Germany or German- 
occupied territory might have been ap- 
roached with a proposition for sale of 
their interests. Except in one case, that 
of an Eastman Kodak unit, where a sale 
was announced some time ago, no defi- 
nite information was forthcoming. 
There did seem to be, however, evidence 
of a German willingness to use German 
funds in the United States for such 
urposes. 

IT&T’s telephone operating subsidiary 
in Rumania, Societatea Anonima Ro- 
mana de Telefonae, operates under a 
contract signed with the government in 
1930. At the close of 1939, this unit’s 
balance sheet recorded plant and prop- 
erty value of $25,941,882, and $2,416,- 
356 of current assets in terms of United 
States dollars ; but since that time, owing 
to cession of territory to Soviet Russia, 
Hungary, and Bulgaria, the value of ex- 
isting fixed capital has been substantially 
reduced. Negotiations have been under 
way for several months, it was said, for 
recovery of or compensation for facili- 
ties acquired by the countries benefited 
by Rumania’s concessions from the gov- 
ernmments now controlling ceded areas. 
In Hungary, IT&T was reported seek- 
ing compensation of $10,000,000 for its 
system which serves Transylvania. 

At present, the Rumanian Telephone 
Company has about 90,000 stations, com- 
pared with 106,000 on July Ist and 102,- 
268 on December 31, 1939. During the 
year ended December 31, 1939, company 
had gross earnings of $4,656,865 and net 
income was $1,781,369. 

IT&T’s German manufacturing units, 
from which no income has been derived 
since outbreak of the European war, are 
controlled generally through Standard 
Elektrizitaets Gesellschaft A. G., which 
group has subsidiaries with sale offices 
or plants in the Netherlands, Austria, 
Poland, and Czechoslovakia. 


* * * * 


Pps traffic on the lines of the 
New York Telephone Company to 


long-distance points, including Europe, 
South America, and one ship at sea, was 


the heaviest ever experienced in the his- 
tory of the company, it was learned re- 
cently. Officials said the out-of-town 
calls for the full twenty-four hours 
would total more than 40 per cent over 
calls made on Christmas day, 1939. 

The record number of calls to points 
along the Pacific coast caused a 6-hour 
delay at one period during the afternoon. 
The traffic to Manila was the heaviest 
ever recorded to that point and a num- 
ber of calls were put through to the 
steamship America, then in West Indian 
waters. 

The shore-to-ship traffic was curtailed 
owing to the decrease in shipping caused 
by the war, but calls to South America 
were facilitated and increased by the 
opening on December 25th of two new 
circuits to Buenos Aires and one each 
to Lima and Rio de Janeiro. 

Additional telephone station installa- 
tions are reported as a direct result of 
increasing defense activities in various 
parts of the country. The gain for the 
Bell system in 1940 was estimated to ap- 
proach 1,000,000 stations, bringing the 
total at December 31st to almost 17,500,- 
000, or 6 per cent higher than a year ago. 
The need of integrating production on a 
mass basis in widely separated plants 
will be translated into more frequent 
telephone communication, officials be- 
lieve, with a new high record for tele- 
phone installations predicted by early 
1941. Thus far, however, the increased 
business has done little more than offset 
higher income tax levies. 

According to David Sarnoff, president 
of Radio Corporation of America, the 
new year brings promise of advances all 
along the line of communications. In a 
year-end statement on the opportunities 
for radio progress, Mr. Sarnoff stated, 
“research and engineering, working with 
such forces and tools as electrons and the 
vacuum tube, can be depended upon to 
deliver new achievements in radio with- 
in the year. The progress to be expected 
is mirrored in radio’s record of 1940. 
National defense will continue as the 
number one program of the laboratories, 
manufacturing plants, and broadcasting 
studios.” He added: 
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Experiments in television and fre- 
quency modulation will be continued as 
the engineers test new devices and ex- 
plore the possibilities of both fields. A 
demonstration of large-screen television 
in a New York theater is one of the early 
prospects of the new year. 


Stating that the unfathomed science 
of electronics is such a part of radio that 
the directions in which it may advance 
are unlimited, Mr. Sarnoff pointed to 
RCA’s development of the electron mi- 
croscope as one of the paramount re- 
search products of 1940 which will be 
extended to 1941. 


* * * X* 


HE Federal Communications Com- 
mission’s annual report for the last 
fiscal year has little to say about tele- 
phones. It points to annual savings ag- 
gregating $10,000,000 indicated by 
tariffs filed during the year ended June 
30, 1940. The commission also stressed 
the importance of antisabotage precau- 
tions during the present emergency. 
The FCC also announced prepara- 
tions for the first big organization meet- 
ing of the Defense Communications 
Board in Washington on Monday, Janu- 
ary 6th. The various technical commit- 
tees were to begin their own discussions 
and formulate agenda. 


* * * X 


ONGRESS may be asked to permit 
Federal agents to tap the telephone 
wires of suspected persons in cases in- 
volving espionage, sabotage, sedition, 
and kidnapping. 

Senators Schwartz (Democrat of 
Wyoming) and Gurney (Republican of 
South Dakota) on December 27th said 
that such a recommendation was being 
studied by an Interstate Commerce sub- 
committee which has been investigating 
wire tapping for several months. They 
added that as yet there had been no 
agreement on limitations which most 
members thought should surround such 
activity. 

Schwartz said it had been suggested 
that the present law be changed to per- 
mit government agents to listen in on 
private telephone conversations after 
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they had obtained the consent of a Fed. 
eral judge. This could be done, he ex. 
plained, in confidential conferences, 


*x* * * * 


NOTHER state suit to force the Amer- 
ican Society of Composers, Au- 
thors, and Publishers to cease alleged 
monopolistic practices received a review 
by the U. S. Supreme Court on Decem- 
ber 23rd, on application both by ASCAP 
and Florida, which passed laws aimed at 
ASCAP. Early in December the court 
promised to review a similar statute for 
Nebraska. 

Meanwhile, negotiations over the con- 
sent decree proposed for ASCAP pro- 
ceeded at the Department of Justice, but 
apparently with no definite end in sight. 
Unconfirmed reports had it that there 
were disagreements between various 
lawyers representing the society, and also 
that while some of the high command of 
the organization favored the suggested 
decree, others disliked certain unnamed 
features. Departmental officials were re- 
ported anxious to wind up the negotia- 
tions so that the decree might be pre- 
sented to a Federal court before January 
1st, when the ASCAP contracts with the 
radio industry expired. 

The Florida statute the Supreme 
Court promised to review was passed by 
the state legislature in 1939, after a 1937 
law met disaster in the courts. In April, 
1939, the Supreme Court affirmed an 
order of the Northern Florida Federal 
District Court granting a temporary in- 
junction against the 1937 law. Later the 
1939 statute was passed. It also was de- 
signed to stop monopolies by ASCAP 
but was remodeled to suit court objec- 
tions. The National Association of 
Broadcasters, apparently preparing for 
an open battle in the radio music row, 
opened an office on December 23rd at 30 
Rockefeller Plaza, New York city. 
Neville Miller, the organization’s presi- 
dent, who ordinarily makes his headquar- 
ters in Washington, said that he intended 
to pass his time for the present in New 
York. Mr. Miller issued a statement ex- 
pressing hope that “sometime after the 
turn of the year, when the situation re- 








WIRE AND WIRELESS COMMUNICATION 


Be 


\ CAN'T GINE 
VS ANITAING 
WT LOVE 








Bent. 


The Washington Daily News 











AND WE THOUGHT MUSIC HAD THE POWER TO SOOTHE! 


turns to emotional normality,” the broad- 
casters would be able to consider an 
equitable arrangement for use of 
ASCAP music. 


fe through Gene Buck, presi- 
dent, alleged that “in many places 


throughout the United States local 
broadcasting officials had announced to 
religious, educational, and Federal 
agencies” that they could no longer use 
the society music. Mr. Buck emphasized 
that it had always been a fixed policy of 
the society to allow use of its music free 
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of charge on noncommercial programs 
presented under such auspices and said 
no change was contemplated after 
January Ist. 

Broadcast Music, Inc., said that the 
broadcasters were not “banning or boy- 
cotting” any music, but that, because 
they refused to accept an “illegal, unfair, 
and uneconomic contract” the society 
was attempting to besmirch it. Sydney 
M. Kaye, BMI vice president, said the 
society had been complaining that cer- 
tain patriotic airs would be lost to the 
radio public after January Ist but that 
dt had not revealed it was “profiteering 
at a time of national crisis by demanding 
double compensation for their use.” 


* * * * 


HE extra charge of 10 cents a 

month, covering a period of twelve 
months, for the so-called “French” type 
hand-set telephone will be discontinued 
by the Pacific Telephone & Telegraph 
Company, effective January Ist, state 
Public Utilities Commissioner Ormond 
R. Bean of Oregon announced at Salem 
last month. 

Bean said the company officials agreed 
to discontinuance of the extra charge 
following a series of conferences. The 
annual savings to customers, based on 
the present rate of installations, will be 
approximately $22,400, Bean declared. 
More than 84,000 of the Pacific Com- 
pany’s telephones are handsets, of which 
25 per cent, or 18,200, were subject to 
the payment of the additional 10 cents. 


* * * * 


HE Pacific Telephone & Telegraph 
Company was expected to contest 
in court the Washington Department of 
Public Service order which commanded 
a gross $1,053,333 reduction in state 
telephone rates. The department issued 
the order, effective January 17th, be- 
cause the company had failed to comply 
with a previous order which stipulated 
the company should file a lower rate 
schedule within forty-five days after 
October 31st. 
Telephone subscribers will enjoy only 
one-fourth of the gross reduction be- 
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cause the department, in the same order, 
allowed the company to charge back to 
subscribers the amounts it pays indi- 
vidual cities for occupational taxes. The 
new rate schedule, however, removed the 
15-cents-a-month surcharge for hand-set 
telephones, reduced the flat business rate 
service 50 cents a month, and cut the flat 
residence service 15 cents a month, 

The company is engaged in litigation 
in Thurston County Superior Court 
over other department orders concerning 
telephone rates and the firm’s valuation 
figures. This litigation involves a ruling 
made sometime ago by the department 
which denied a proposal to increase rates 
by $1,378,000. The company took this 
order to court for review, and cities in- 
volved are objecting to the order permit- 
ting the company to pass on to customers 
their occupation taxes. These cities are 
Seattle, Spokane, Olympia, Bellingham, 
Dayton, Shelton, and Port Townsend. 


* * * * 


T. Paul telephone users who failed to 
pay their bills before the respective 
monthly discount dates between June 1, 
1936, and June 1, 1939, are not entitled 
to refund of the 50-cent penalty charges, 
the Minnesota Supreme Court ruled on 
December 27th. The period in question 
is covered in the decree of the state rail- 
road and warehouse commission order- 
ing the Tri-State Telephone & Tele- 
graph Company to reduce phone rates 
in St. Paul. 

Suit was instituted by R. W. Krohn of 
St. Paul and other telephone subscribers 
to force the company to return the dis- 
counts not accorded those who did not 
pay on or before the discount date dur- 
ing the 3-year period. 

In upholding District Judge Gustavus 
Loevinger of St. Paul, the supreme court 
said in the decision written by Chief 
Justice Henry M. Gallagher : 

We agree with the view of the trial 
court that the rights of the parties are 
fixed by the judgment and supplemental 
decree, and we find nothing inequitable in 
the rejection of the present claim. 


Krohn et al. v. Tri-State Telephone & 
Telegraph Co. December. 27, 1940. 
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Competitive Bidding 


pe SEC public utilities division re- 
cently prepared and distributed a 
146-page study entitled “The Problem 
of Maintaining Arm’s-length Bargain- 
ing and Competitive Conditions in the 
Sale and Distribution of Securities of 
Registered Public Utility Holding Com- 
panies and Their Subsidiaries.” Direc- 
tor Joseph L. Weiner of the utilities di- 
vision recommended adoption of a rule 
requiring competitive bidding in the sale 
and distribution of securities, including 
both public and private offerings, but 
excluding issues under $1,000,000. 
Sealed bids would be called for, by letter 
or advertisement, and even informal pre- 
liminary negotiations with investment 
banking houses would be ruled out. 

To permit some measure of flexibility, 
at least in the earlier stages of the pro- 
posed new procedure, utilities would not 
be required to accept the highest bid and 
in some cases would be permitted to re- 
ject all bids, although the SEC might in- 
tervene in the event of any “unjustified 
disregard” of high bids. 

The report proposes that the service 
functions of underwriters be separated 
from their underwriting activities and 
placed on a professional basis, the utili- 
ties paying for such services, presumably 
in the same manner as they might em- 
ploy special counsel or engineers. 

The report at this writing had not been 
accepted by the commission; pending a 
decision, the SEC has asked the utility 
companies, state commissions, invest- 
ment bankers, and others to offer com- 
ments and suggestions. 

_ The report asserted that six New York 
Investment firms appear to exercise a 
virtual monopoly in the handling of high- 


grade utility issues, whereas it would be 
desirable to have such underwriting on 
a “merchandising” basis. Competitive 
bidding was urged as the ideal solution 
of the problems of arm’s-length bargain- 
ing—an issue never clearly decided by 
the commission—and of private financ- 
ing, which has made heavy inroads into 
the investment banking business. 


listic concentration” of underwrit- 
ing, which permitted one New York firm 
in recent years to manage nearly 81 per 
cent of the first-grade issues, was unnec- 
essary because of the extensive statistical 
data now generally available. It held 
that competitive bidding would not prove 
more expensive to the utilities, and this 
view was fairly well supported by the 
available statistical data. (Table XI, 
page C-25.) According to the data in 
this table, expenses averaged about 36 
per cent higher for competitive issues, 
although this was more than offset by 
smaller underwriting “spreads.” The re- 
port seemed to pass a little gingerly over 
complete statistical evidence regarding 
the possible overpricing of competitive 
issues (pages C-12, C-15, etc.). 

For example, small notice was given 
to the recent showing of the $53,000,000 
Boston Edison issue, on which the com- 
pany was forced by Massachusetts law 
to ask bids. The First Boston Corpora- 
tion secured the business with a bid of 
103.525 for a 2% per cent coupon, 1.41 
points above the Halsey, Stuart bid. The 
successful bid represented the lowest 
yield on record for long-term utility 
financing. The bonds were offered to the 
public on a 2.51 per cent basis. This ap- 
parently proved too “rich,” because two 


"ae report held that the “monopo- 
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of charge on noncommercial programs 
presented under such auspices and said 
no change was contemplated after 
January Ist. 

Broadcast Music, Inc., said that the 
broadcasters were not “banning or boy- 
cotting” any music, but that, because 
they refused to accept an “illegal, unfair, 
and uneconomic contract” the society 
was attempting to besmirch it. Sydney 
M. Kaye, BMI vice president, said the 
society had been complaining that cer- 
tain patriotic airs would be lost to the 
radio public after January Ist but that 
dt had not revealed it was “profiteering 
at a time of national crisis by demanding 
double compensation for their use.” 


* * *K xX 


HE extra charge of 10 cents a 

month, covering a period of twelve 
months, for the so-called “French” type 
hand-set telephone will be discontinued 
by the Pacific Telephone & Telegraph 
Company, effective January Ist, state 
Public Utilities Commissioner Ormond 
R. Bean of Oregon announced at Salem 
last month. 

Bean said the company officials agreed 
to discontinuance of the extra charge 
following a series of conferences. The 
annual savings to customers, based on 
the present rate of installations, will be 
approximately $22,400, Bean declared. 
More than 84,000 of the Pacific Com- 
pany’s telephones are handsets, of which 
25 per cent, or 18,200, were subject to 
the payment of the additional 10 cents. 


* * *K * 


HE Pacific Telephone & Telegraph 
Company was expected to contest 
in court the Washington Department of 
Public Service order which commanded 
a gross $1,053,333 reduction in state 
telephone rates. The department issued 
the order, effective January 17th, be- 
cause the company had failed to comply 
with a previous order which stipulated 
the company should file a lower rate 
schedule within forty-five days after 
October 31st. 
Telephone subscribers will enjoy only 
one-fourth of the gross reduction be- 


JAN. 16, 1941 


cause the department, in the same order, 
allowed the company to charge back to 
subscribers the amounts it pays indi- 
vidual cities for occupational taxes. The 
new rate schedule, however, removed the 
15-cents-a-month surcharge for hand-set 
telephones, reduced the flat business rate 
service 50 cents a month, and cut the flat 
residence service 15 cents a month. 

The company is engaged in litigation 
in Thurston County Superior Court 
over other department orders concerning 
telephone rates and the firm’s valuation 
figures. This litigation involves a ruling 
made sometime ago by the department 
which denied a proposal to increase rates 
by $1,378,000. The company took this 
order to court for review, and cities in- 
volved are objecting to the order permit- 
ting the company to pass on to customers 
their occupation taxes. These cities are 
Seattle, Spokane, Olympia, Bellingham, 
Dayton, Shelton, and Port Townsend. 


* * *K 


T. Paul telephone users who failed to 
pay their bills before the respective 
monthly discount dates between June 1, 
1936, and June 1, 1939, are not entitled 
to refund of the 50-cent penalty charges, 
the Minnesota Supreme Court ruled on 
December 27th. The period in question 
is covered in the decree of the state rail- 
road and warehouse commission order- 
ing the Tri-State Telephone & Tele- 
graph Company to reduce phone rates 
in St. Paul. 

Suit was instituted by R. W. Krohn of 
St. Paul and other telephone subscribers 
to force the company to return the dis- 
counts not accorded those who did not 
pay on or before the discount date dur- 
ing the 3-year period. 

In upholding District Judge Gustavus 
Loevinger of St. Paul, the supreme court 
said in the decision written by Chief 
Justice Henry M. Gallagher : 

We agree with the view of the trial 
court that the rights of the parties are 
fixed by the judgment and supplemental 
decree, and we find nothing inequitable in 
the rejection of the present claim. 


Krohn et al. v. Tri-State Telephone & 
Telegraph Co. December .27, 1940. 
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Competitive Bidding 


BI SEC public utilities division re- 
cently prepared and distributed a 
146-page study entitled “The Problem 
of Maintaining Arm’s-length Bargain- 
ing and Competitive Conditions in the 
Sale and Distribution of Securities of 
Registered Public Utility Holding Com- 
panies and Their Subsidiaries.” Direc- 
tor Joseph L. Weiner of the utilities di- 
vision recommended adoption of a rule 
requiring competitive bidding in the sale 
and distribution of securities, including 
both public and private offerings, but 
excluding issues under $1,000,000. 
Sealed bids would be called for, by letter 
or advertisement, and even informal pre- 
liminary negotiations with investment 
banking houses would be ruled out. 

To permit some measure of flexibility, 
at least in the earlier stages of the pro- 
posed new procedure, utilities would not 
be required to accept the highest bid and 
in some cases would be permitted to re- 
ject all bids, although the SEC might in- 
tervene in the event of any “unjustified 
disregard” of high bids. 

The report proposes that the service 
functions of underwriters be separated 
from their underwriting activities and 
placed on a professional basis, the utili- 
ties paying for such services, presumably 

‘in the same manner as they might em- 
ploy special counsel or engineers. 

The report at this writing had not been 
accepted by the commission; pending a 
decision, the SEC has asked the utility 
companies, state commissions, invest- 
ment bankers, and others to offer com- 
ments and suggestions. 

_ The report asserted that six New York 
Investment firms appear to exercise a 
virtual monopoly in the handling of high- 


grade utility issues, whereas it would be 
desirable to have such underwriting on 
a “merchandising” basis. Competitive 
bidding was urged as the ideal solution 
of the problems of arm’s-length bargain- 
ing—an issue never clearly decided by 
the commission—and of private financ- 
ing, which has made heavy inroads into 
the investment banking business. 


To report held that the “monopo- 
listic concentration” of underwrit- 
ing, which permitted one New York firm 
in recent years to manage nearly 81 per 
cent of the first-grade issues, was unnec- 
essary because of the extensive statistical 
data now generally available. It held 
that competitive bidding would not prove 
more expensive to the utilities, and this 
view was fairly well supported by the 
available statistical data. (Table XI, 
page C-25.) According to the data in 
this table, expenses averaged about 36 
per cent higher for competitive issues, 
although this was more than offset by 
smaller underwriting “spreads.” The re- 
port seemed to pass a little gingerly over 
complete statistical evidence regarding 
the possible overpricing of competitive 
issues (pages C-12, C-15, etc.). 

For example, small notice was given 
to the recent showing of the $53,000,000 
Boston Edison issue, on which the com- 
pany was forced by Massachusetts law 
to ask bids. The First Boston Corpora- 
tion secured the business with a bid of 
103.525 for a 2% per cent coupon, 1.41 
points above the Halsey, Stuart bid. The 
successful bid represented the lowest 
yield on record for long-term utility 
financing. The bonds were offered to the 
public on a 2.51 per cent basis. This ap- 
parently proved too “rich,” because two 
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weeks later (according to press reports) 
only 56 per cent of the issue had been 
sold. When the syndicate finally closed 
after a month’s effort, some bonds were 
still undistributed and the market price 
dropped two points. On the other hand 
the $50,000,000 Detroit Edison issue, re- 
cently placed through negotiation with 
an underwriting syndicate, was offered 
to the public on a 2.65 per cent basis and 
quickly oversubscribed, being currently 
close to the offering price. 

Critics of compulsory competitive bid- 
ding point to this as an illustration that 
for utility offerings of such size there is 
frequently only a hairbreadth difference 
between the success or failure of the of- 
fering. They claim syndicate manage- 
ment requires thorough experience, 
careful timing, and unforced judgment. 


ie competitive bidding on important 
utility offerings would doubtless re- 
quire a certain amount of duplication of 
effort by a number of groups, together 
with duplicate legal, engineering, and 


statistical expense. Each group must be 
prepared to go through with the deal if 
its bid proves successful, and it must 
have a number of smaller houses—which 
it has sounded out in advance—aligned 
with it to handle the retail distribution 
of the issue. As a practical matter, com- 
petitive bidding might possibly produce 
much the same concentration of manage- 
ment in large syndicate operations as is 
the case at present, since only a few firms 
have the necessary machinery and set-up 
for handling big syndicates. 

The SEC statement that the Invest- 
ment Bankers Association numbers over 
737 members, although 38 firms man- 
aged 91 per cent of all registered and 
managed issues, seems to assume that 
every one of the 730 would be capable of 
managing a syndicate such as the recent 
Boston Edison or Detroit Edison offer- 
ings. Such an assumption would prob- 
ably be rather wide of the mark, for the 
great majority of the IBA firms perform 
retail rather than wholesale functions. 
Of course, any one of the IBA members 
could sell some bonds to its clients. But 
the assumption that each one has the 
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experts, the capital, and the established 
connections with other houses, which 
would permit it to enter a bid on any 
sizable issue, even in it own territory, is 
hardly realistic. 

True, the distribution of municipal 
bonds has been conducted successfully 
on a “competitive bidding” basis for 
many years. However, the majority of 
municipal offerings are comparatively 
small. Most of them have a ready mar- 
ket with local institutions, including say- 
ings banks (which cannot buy most util- 
ity issues). The statistical information 
required to market the municipal issues 
is only a fraction of that required fora 
utility offering. The legal opinions on 
municipals are standardized legal docu- 
ments usually prepared by attorneys Spe- 
cializing in such work. The offerings do 
not require registration or blue sky rul- 
ings, and the whole set-up is consider- 
ably simpler than in utility finance. 


T is noteworthy that bidding on large 
New York city issues is usually con- 
fined to one or two well-known bank- 
ing groups. This would seem to indicate 
that specialized machinery is necessary 
to handle offerings of this size, despite 
the much simpler procedure as compared 
with utility offerings. 

The SEC report implies that the util- 
ity companies could successfully buy in- 
vestment advice. This raises the question 
of whether such advice would necessar- 
ily bar the banking firm which furnished 
it from participating in the bidding 
(since the utility would not be allowed 
to carry on “preliminary negotiations’ 
with bankers). If so, some houses 
would have to specialize in advisory 
work, others in syndicate management. 
The experience gained in successful 
management would seem to be at least 
desirable in furnishing competent advice. 
Yet the utility would be barred from ob- 
taining counsel of this character. | 

Apparently some initial elasticity in 
accepting bids would be permitted, but 
would the utilities be allowed to elim 
nate bids made by firms with relatively 
small capital, “out-of-town houses,” 
firms unsuccessful with previous offer- 
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ings, etc.? Would a “good faith” deposit 
be required of all bidders, the same as 
with almost all municipal offerings? 
Further discussion may clarify this 
point. 

Again there is the question of delays 
in making new offerings. Presumably 
the advertising for bids, etc., would in- 
yolve some additional delay besides that 
entailed in SEC registration, and thus 
the advantage recently gained through 
shortening of the 20-day “waiting pe- 
riod” might again be lost. In the case of 
municipal offerings, of course, registra- 
tion delays are avoided. 


o far as the investment banking fra- 

ternity is concerned, there might be 
some offsetting gain to the disadvantages 
of competitive bidding through restora- 
tion to normal banking channels of part 
of the financing which now goes to pri- 
vate placement. At present nearly two- 
fifths of all new utility issues are pri- 
vately placed. While the utility com- 
panies are able to avoid the time and 
expense devoted to registration in mak- 
ing private offerings, in many cases they 
pay fees to investment banking houses 
to aid in effecting private placement. 

It is not quite clear, however, how the 
utility companies would effect private 
placement of an offering by competitive 
bidding. Would they advertise for sealed 
bids for part or all of the issue, from in- 
stitutions only, investment dealers being 
barred? Or would banking houses be 
permitted to bid for part of the issue for 
investment only? Such questions may 
have to be threshed out before the new 
system becomes satisfactorily estab- 
lished. In the meanwhile a number of 
utility companies may miss favorable 
opportunities for refunding operations 
—opportunities which may soon disap- 
pear in the path of war-time budgets and 
finance, 

Regarding competitive bidding on is- 
sues of junior bonds and stocks, the SEC 
report sees no difference in principle, al- 
though conceding greater difficulties in 
Practice. Admittedly, there has been lit- 
tle experience as yet with regard to com- 
petitive bidding for common stock is- 


sues. “Informal discussions,” the report 
states, “with respect to several such sit- 
uations have revealed wide divergences 
in opinions as to price, far greater than 
those with respect to bonds. If, as we 
believe, the commission’s experience 
demonstrates serious difficulty in the 
performing of its functions with respect 
to price and spread on bonds, in the ab- 
sence of competitive bidding, the diffi- 
culty is greatly magnified in the case of 
stocks.” 


HE report contends that competitive 
bidding for portfolio securities is 
necessary to carry out provisions of the 
Holding Company Act. “The distribu- 
tion of portfolio securities,” it states, 
“through the holding company’s tradi- 
tional bankers and their associates will 
tend to perpetuate many of the evils 
against which the act is directed.” 
Summarizing, the commission’s pro- 
posal to inaugurate a system of competi- 
tive bidding seems based in large part on 
the desire to get rid of the troublesome 
problems of “arm’s-length” bargaining 
and private placement, which necessitate 
giving tentative approval to the terms of 
financing and the make-up of the under- 
writing syndicates. The price paid by 
the utility industry and the investment 
banking fraternity may involve delays 
and difficulties incident to rebuilding the 
entire underwriting machinery at a time 
of national emergency and possible rapid 
change in financial conditions, market 
prices, and money rates. There is little 
doubt—as the commission concedes— 
that most underwriters and utility repre- 
sentatives are opposed to competitive 
bidding. Further discussion and analysis 
of the general problem at the hearings, 
which begin before the SEC January 
20th, are eagerly awaited in quarters af- 
fected by the proposal. 


ci 
Consolidated Edison 


ONSOLIDATED Edison of New York 
has been under considerable pres- 
sure market-wise in recent months. Con- 
sidering its excellent record, some in- 
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vestors have been puzzled by the per- 
sistent decline in the stock, particularly 
as it is not subject directly to SEC regu- 
lation under the Holding Company Act, 
and have been curious whether there 
were unfavorable factors which had not 
been brought to light. 

The company’s background and rec- 
ord are well known. It serves about 
eight million people in metropolitan New 
York, although it does not have a com- 
plete monopoly of gas and electric serv- 
ices in that area. About 79 per cent of 
revenues are from electricity, 16 per cent 
from gas, and the remainder from steam 
and miscellaneous services. The prop- 
erties comprise one of the largest inte- 
grated utility organizations in the world, 
total assets being carried in the balance 
sheet at $1,353,000,000. Capitaliza- 
tion consists of approximately $484,000,- 
000 funded debt and similar obligations, 
2,184,590 shares of $5 preferred stock, 
and 11,471,027 shares of common stock. 
Dividends have been paid uninterrupt- 
edly for forty-eight years or more, the 
rate in recent years being $2 a share, 
which at the present price around 22} 
affords a yield of nearly 9 per cent. The 
record of earnings and dividends since 
1929, with an analysis of expenses, is 
indicated in the accompanying table. 

It is evident from this breakdown of 


the income account (the items being 
taken as percentages of gross revenues) 
that the decline in share earnings from 
$4.81 in 1929 to an estimated $2.10 for 
1940 was due very largely to the increase 
in taxes. Taken as percentages of gross, 
taxes jumped 10.6 per cent during the 
period, depreciation and maintenance 21 
per cent, and fixed charges .1 per cent, a 
total of 12.8; while net income dropped 
13.8 per cent. Edison of New York is 
one of the most heavily taxed utilities in 
the country, and the burden will prob- 
ably increase. In the nine months ended 
September 30th, taxes were about 22.5 
per cent of gross; and if the normal Fed- 
eral income tax goes to 30 per cent in 
1941 (as seems possible), Edison’s tax 
ratio will probably rise to at least 234 
per cent. As each one per cent of gross 
is equivalent to about 22 cents a share on 
the common stock, it is obvious that, 
other things remaining equal, Edison’s 
earnings would then drop to about $1.90 
in 1941, which might result in a scaling 
down of the dividend to $1.75 or $1.50, 
The dividend policy would probably de- 
pend somewhat on the cash backlog in re- 
lation to the expansion program; net 
working capital at the end of 1939, $43- 
053,386, was the best since 1935. 
Edison has a rather mediocre record 
this year with respect to sales; in the 
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twelve months ended September 30th, 
the gain in gross amounted to only about 
3per cent, compared with 6 per cent for 
Commonwealth Edison and 9 per cent 
for Detroit Edison (twelve months end- 
ed October). Loss of the World’s Fair 
business next year is not a very serious 
factor, as during the past year the 
amount of current used by the Fair 
amounted to only about 73,000,000 kilo- 
watt hours, or 1.1 per cent of the com- 
pany’s total sales; gas sales at the Fair 
were a negligible percentage of the total. 

Edison’s industrial load is a relatively 
small proportion of the total: For the 
parent company only, residential sales in 
1939 represented about 59 per cent of 
revenues, commercial 20 per cent, indus- 
trial 17 per cent, and miscellaneous 4 per 
cent. New York city will probably ob- 
tain a less-than-average share of national 
defense business, and even a 10 per cent 
gain in Edison’s industrial sales would 
amount to less than 2 per cent of total 
output. The company has been making 
strenuous efforts to increase residential 
sales by a heavy advertising campaign 
and extremely generous credit terms, to 
stimulate the sale of household appli- 
| ances. This may prove helpful in 1941, 
particularly next summer when current 
for refrigerators sold this year is in full 
demand, but it is difficult to gauge the 
extent of this benefit. The company’s 
total kilowatt-hour output in recent 
weeks has averaged about 4 per cent over 
last year, compared with 9 per cent for 
all companies. 


teen has been some apprehension 
recently regarding the attitude of 
regulatory authorities on the question of 
depreciation. Edison has been somewhat 
of a laggard in raising its depreciation 
rate to the level of 10 per cent of gross, 
which is probably considered a working 
minimum in regulatory circles; the rate 
was advanced sharply from 7.8 per 
cent of gross in 1938 to about 10 per cent 
in 1939, and this year will apparently ap- 
proximate 10.3 per cent. Total mainte- 
nance and depreciation (per cent of 
gross), as indicated in the accompanying 
table, dropped from 14.3 per cent in 
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1929 to 12.8 per cent in 1933, then in- 
creased to 14.6 in 1938, and 16.4 in 1939. 
Fifteen per cent is apparently considered 
a rule-of-thumb minimum by the SEC. 
Of course, Edison is not directly subject 
to SEC regulation, (except for security 
issues) but the New York commission 
is following the lead of Washington, and 
Brooklyn Union Gas has recently been 
involved with the state commission over 
depreciation. 

While Edison seems fairly safe from 
any stringent requirements, there are 
several unfavorable factors such as 
(1) the company’s historic opposition to 
the theory of depreciation charges, a dec- 
ade or so ago; (2) its comparatively low 
ratio of depreciation reserve to gross 
plant — only 6.3 per cent in 1939 (the 
1937 figure was 5.4 per cent which com- 
pared with the census figure for the elec- 
tric industry of 9.7 per cent); (3) the 
depreciation charge in income tax re- 
turns has been moderately higher than 
in the report to stockholders; and (4) 
the fact that Edison’s total charge for 
depreciation and maintenance is still 
rather low compared with Detroit Edi- 
son, Boston Edison, Commonwealth Edi- 
son, Pacific Gas, and Southern Califor- 
nia Edison. (It is, however, almost equal 
to that of Public Service of New Jersey 
and is considerably above Philadelphia 
Electric.) 


“a to the question of rates, 
Edison also appears slightly “vul- 
nerable” by comparison with other lead- 
ing companies, although this may be 
fully justified by higher plant costs or 
other factors. Following is a comparison 
of 1939 revenues per kilowatt hour for 
three principal types of service: 

Com- 
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Boston Edison 1 4.7 
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Philadel. Electric ... 
South. Calif. Edison. 
Pacific Gas 


JAN. 16, 1941 





PUBLIC UTILITIES FORTNIGHTLY 








20 


15 


Jan. Feb. Mar. Apr. May June Jy Aug. Sep. Oct. Nov. Dec, 
|UTILITY & INDUSTRIAL STOCK 


| Dow-Jones Averages 
| 








a ae ee 
INDUSTRIALS 
ae! 


| 
laine 



























































SOURCE: WALL STREET JOURNAL 60 





325 
300 
275 


225 
200 
175 
150 
125 


PO a 
Weekly Average 300 
215 

250 


200 


for Seasonal 
SOURCE: STANDARD STATISTICS 








res of Dollars 














| 






































700 
600 
500 
400 
300 


100 
0 


COME OF UTILITIES 
Making Up Over 75% of the Industry.) 


12 Mos. Ended 
Mar. 31, 1940 June 30 Sep. 30 Dec. 31: 


ESTIMATED SOURCE: STANDARD 
ESAT 











Monthly Average 





a 


250 
200 


UTILITY FINANCING Millions of Dot 
¢ REFUNDING | 200 





NEW CAPITAL 


























JAN. 16, 1941 















































0 
Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec. 


* ESTIMATED 4940 source: FINANCIAL CHRONICLE 








CT 


its ince 
lation « 
it has 1 
with r 
to the 
proper 
jor po 
capital 
terials 
are of 
cludin; 
telegra 
are th 
guishe 
consur 
of ser 
equipn 
render 


¢¢ a 
over f 
are su 
state c 
plaint 
may c 
in pro 














What the State 











Commissioners 


Are Thinking About 


Excerpts from the opinions expressed in reports 
and addresses at the annual convention of the 
National Association of Railroad and Utilities 
Commissioners in Miami, Florida, from De- 
cember roth to December 12th, 1940. 


On Accounting Practice 


(¢’ JHE regulation of the issue of securities 

has a historical background that shows 
its inception to have been ancillary to the regu- 
lation of rates and service. Through the years 
ithas taken on a growing importance not only 
with respect to rates, but also in its relation 
to the property account of the utilities. The 
property account is the receptacle for the ma- 
jor portion of a utility’s capital. Some of its 
capital may be cash, accounts receivable, ma- 
terials and supplies, but they, in the aggregate, 
are of minor importance. The utilities—in- 
cluding in that term railroads, telephone, 
telegraph, water, gas and electric enterprises— 
are the owners of fixed capital. It is distin- 
guished from floating capital in that it is not 
consumed in the rendition of a particular item 
of service. The locomotive, the central office 
equipment, and the electric generating station 
render repeated service. A ton of coal carried 


in materials and supplies, when placed, in the 
fire box of a locomotive, is soon gone. But 
not so the locomotive. It hauls many passenger 
or freight trains, and like the electric gener- 
ators, is an item of property that renders serv- 
ice repeatedly. 

“The property account is the most important 
record of a public utility. It is a basic record. 
Stock and bond issues, rates and service are 
all tied to it. As a matter of fact, capitalization, 
as a writer [Ignatius] has well said, arises 
from the acquisition or disposition of capital. 
The integrity of the property account underlies 
the whole question of the security structure. 
The property account comprises those assets 
which are intended for continuing productive 
use in utility service.” 


—Report of committee under chairman- 
ship of W. C. Fankhauser of California. 


+7 
On Appellate Review 


¢¢7P7HE several Federal regulatory commis- 

sions exercise direct regulatory power 
over railroads and other public utilities which 
are subject to state commission regulation. The 
state commissions may institute actions or com- 
plaints before such Federal commissions, or 
may cooperate with such Federal commissions, 
in proceedings looking towards the rectification 


103 


of the rates or practices of such railroads or 
utilities in their respective states. The state 
commissions accordingly have a very direct 
interest in preserving the efficiency of those 
Federal regulatory commissions. 

“There is, therefore, a complete justification 
for the adoption of a resolution asking Con- 
gress not to enact legislation [Walter-Logan 
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bill] which will disable these Federal com- 
missions from acting with expedition and effi- 
ciency; but such justification, in the opinion 
of this committee, does not extend to a 
declaration respecting legislation proposed to 
be enacted affecting other agencies of gov- 
ernment, the operations of which do not affect 
the state commissions, and concerning which 
operations most state commissioners have not 

made any particular study.” 
—Report of committee under chairman- 
ship of H. Lester Hooker of Virginia. 


* 4 [" is with much regret that I am compelled 

to dissent from the proposed report of 
the Committee on Legislation, especially that 
part which deals [critically] with the Walter- 
Logan bill. 

“T am emphatically of the opinion that the 
bill ought to pass, and that the rules and find- 
ings of all administrative agencies, Federal as 
well as state, ought to be, on proper demand, 
required to stand the test of the courts. This 
is necessary, to my mind, if the people are 
to be protected in their rights under the Con- 
stitution. I think the character of the judicial 
review provided for in the bill is very moder- 
ate, and that most of the objections to the 
bill and forebodings as to its possible effect 
are largely imaginary.” 

—Harotp E. WEst, 
Member, Maryland Public Service 
Commission. 


CC HOUGH the Walter-Logan bill may con- 
‘lo some far-reaching provisions with 
respect to the review of acts of administrative 
bodies, it is entirely proper and necessary for 
the continuance of the democratic principles of 
government in this country to provide for re- 
view of commission decisions. Otherwise a per- 
son may be deprived of adequate protection of 
constitutional rights.” 
—Epwy L. Taytor, 
Member, Connecticut Public Utilities 
Commission. 


¢ gil ro anticipating from the title of this 
report [‘Methods for Shortening Rate 
Cases’] to find herein simple relief for the 
problems encountered, in rate regulation are 
doomed to disappointment. None is possible. 
To put first things first it should be apparent 
that the first requirement for successful rate 
regulation is adequate equipment, 4. e., a public 
utilities law giving necessary jurisdiction and a 
staff of sufficient size and ability. The im- 
portance of an adequate technical staff and 
day-to-day knowledge of the companies’ oper- 
ations cannot be stressed too strongly. The 
second requirement is a plan or program to- 
gether with proper organization, rules of prac- 
tice, and policies necessary for its execution. 
And the final requirement is work and more 
work. 
“The aim of this report has been to present 
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definite suggestions as to what a Commission 
can do toward shortening rate case proce. 
dure and reducing its cost. A suggestion anj 
outline in regard to a program of continuoys 
study and investigation as a basis for ey. 
tended use of informal conferences and n 
tiations as a means of rate regulation in fiey 
of formal trials was given first. This wa 
followed by suggestions with respect to formal 
case procedure. The main items in this cate. 
gory are requirements relative to original cos 
accounting, continuous inventories, prehearing 
conferences, written testimony, and the use of 
stipulations. 

“The extent to which these suggestions can 
be acted upon is a problem to be solved by each 
individual commission. It has been noted, also, 
that in many cases the basic difficulties may he 
traceable to hopelessly inadequate provision by 
a state for utility regulation. In this conne. 
tion, of course, the association will undoubt. 
edly continue its efforts to obtain improved 
regulatory laws and adequate budgets through. 
out the various states.” 

—Report of committee under chairman. 
ship of Charles E. Byrne of Illinois, 


cy? would appear, therefore, that instead 
of emphasizing the proposition that for- 
mal rate cases are time consuming and sug- 
gesting their elimination, a more scientific 
treatment of the subject, related directly to ex- 
cluding the consideration of reproduction cost 
estimates, might be undertaken. In other 
words, to obtain shorter and less expensive 
formal rate hearings inescapably requires a re- 
investigation of the rate base approach and the 
acceptance of techniques other than those pres- 
ently pursued, in attempting to rationalize. it 
A more thorough consideration of the question, 
from this point of view, might well lead to 
the development of new rate case techniques, 
in which unit cost standards will be substituted 
for procedure requiring the protracted deter- 
mination of rate’ bases. 

“In addition to the above observations, I am 
convinced that complete elimination of formal 
rate case hearings, through which the public 
obtains information concerning the cost it pays 
for essential public utility services, would be 
most unfortunate. Such hearings, in addition 
to the value of the attendant publicity, afforda 
very definite pressure for obtaining reasonable 
rates. 

“Frequently the possibility of rate settle- 
ments favorable to the public is enhanced by 
the weight of evidence, presented in forma 
rate hearings, justifying large rate reductions. 
The elimination of such hearings by regula- 
tory bodies . . . might well result in an m- 
creased demand on the part of the public gen- 
erally for government and municipal owner- 
ship of these essential services as a necessaty 
means of obtaining reasonable costs thereof. 

—Joun W. Scorr, 
Member, Federal Power Commissvn. 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 
On Capital “Write-ups” 


(¢ AN issue of securities under the [Hold- 
A ing Company] Act, if it is not entitled 
to § 6(b) exemption, must be issued for at 
least one of the purposes described in § 7(c) 
of the act. For our present purposes, however, 
it is the standards of § 7(d) which are perti- 
nent, Subdivision (1) of § 7(d) provides that 
a declaration regarding the issue and sale of a 
security which otherwise satisfies the standards 
of the act shall be permitted to become effec- 
tive unless the commission finds that the se- 
curity ‘is not reasonably adapted to the secur- 
ity structure of the declarant and other com- 
panies in the same holding company system.’ 
“When § 7(d) (1) is read in light of the enu- 
merations of policy in § 1(b) heretofore re- 
cited in part, it is, I think, clear that it was 
intended to outlaw securities issued against 
write-ups and intrasystem profits. Section 
7(d)(1) does not necessarily embody a pru- 
dent investment or original cost standard, but 
I do believe that it includes the standard of 
‘actual investment’ [although the majority of 
the SEC does not entirely agree], just as does 
any mandate against stock watering. Actual 
investment excludes self-serving declarations 
of value and arbitrary appraisals. Actual in- 
vestment is usually a matter of history, not of 
speculation. And it is to be added that in dis- 
regarding prices paid in sales growing out of 
an intimate alliance between buyer and seller, 
the ‘actual investment’ standard disregards an 
itm which offers no guide to value. Intra- 
system transactions often engender obscurity 
and confusion to the detriment of honest deter- 
minations ; and so the prices paid in such deals 
have a delusive appearance of exactness 
whereas they are actually unreliable criteria 
of value.” 
—Robsert E. Hearty, 
Member, Securities and Exchange 
Commission. 


gn application to the SEC this ques- 
tion [of valuation for purposes of se- 


e 


curity issues] must be answered separately 
with reference to refunding issues, and with 
reference to issues which represent some sub- 
stantial increase in capitalization. On refund- 
ing issues the majority of the commission does 
not consider the ratio of securities to proper- 
ties controlling and therefore does not give 
‘primary,’ in the sense of ‘exclusive,’ consider- 
ation to the actual cost of the Lane ag less 
depreciation ; earning power, under the statute, 
is regarded as at least an equally significant 
factor. 

“Chairman Frank has indicated that even in 
the case of refunding issues the ratios may be 
so high as to justify disapproval. See his con- 
curring opinion in Jn the Matter of South- 
western Gas and Electric Company, Holding 
Company Act Release No. 1931. Commissioner 
Healy’s dissent in In the Matter of Public 
Service Company of Colorado, Holding Com- 
pany Act Release No. 1701, and his separate 
opinion in In the Matter of West Penn Power 
Company, Holding Company Act Release No. 
2009, indicate that he believes that securities 
should not be issued in excess of actual (not 
necessarily original) cost. 

“Here again a distinction must be drawn be- 
tween refunding issues and fresh capitaliza- 
tion. 

“Inflationary items in the capital account 
are generally not challenged in refunding is- 
sues of companies with good earning power 
although all such items are plainly disclosed 
and often discussed in the commission’s find- 
ings and opinion. Commissioner Healy’s 
opinions cited above indicate a view at odds 
with the foregoing. He treats write-ups and 
intrasystem profits as the same in essence and 
would deduct them in computing proper ratios 
of debt to net property. Inflationary items 
would probably be eliminated from the prop- 
erty account for purposes of a new issue of 
securities.” 


—Excerpt from an SEC reply to 
a committee questionnaire. 


On Depreciation 


“.. + We all know that annual depreciation 
appropriations are treated as operating ex- 
penses ; that they are included as an operating 
expense in computing the fair rate of return 
permitted by law; that they do not represent 
earmarked or segregated funds or property; 
that the amounts so appropriated annually are 
not paid, out; that the credit balances in the 
depreciation reserve, which are sometimes 
quite large, in many instances going as high 
as 15 per cent of the gross property account 
and in less frequent instances as high as 25 


or even 45 per cent thereof. Let us also recog- 
nize that these dollars obtained as part of the 
operating expense are actually reinvested in 
property additions, not merely in replacement 
of existing facilities; that the property built 
with them itself becomes the subject of de- 
preciation appropriations which in turn go into 
more property additions to be depreciated and 
that this process is constantly repeated and 
that its compounding effect must be substan- 
tial. Certainly, the result of this compounding 
provides an important source of fresh cash 
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resources not furnished by security holders. 
How far, generally speaking, it has made un- 
necessary the financing of new property 
through the issuance of new securities I have 
not attempted to estimate. That it has had 
some such effect is obvious. It is equally ob- 
vious that the chief beneficiary of this use of 
both amortization and depreciation funds for 
property additions must have been the com- 
mon stockholder; that save for the constant 
demand of the holding companies owning com- 
mon stock for dividends, the equity or cushion 


beneath the debt structure would have been 
much better than it is in many instances, In 
appraising the leverage of the common stock, 
it should be remembered that in many situa. 
tions the leverage had been increased by the 
practices I have tried to describe. It is pos. 
sible that the holding companies recognized 
these effects long before some of the rest of 
us.” 
—Robsert E. HEAty, 
Member, Securities and Exchange 
Commission. 


e 
On Holding Company Integration 


6¢ [' is my opinion that the defense program 

does not present any sound reason for 
postponing the integration and corporate sim- 
plification proceedings under the Public Utility 
Holding Company Act. On the contrary, the 
normal prosecution of these proceedings, [ be- 
lieve, is definitely in the interests of the na- 
tional defense program. An integrated holding 
company system should be able to operate 
more efficiently and economically than a scat- 
tered system. I believe that when utility sys- 
tems which are remote from the principal in- 
tegrated system of a holding company become 
independent and return to local management, 
they will be better able to fulfill the demands 
which the defense program may make on 
them. 

“Also in a number of instances operating 
companies are unable to undertake new financ- 
ing necessary for new construction because 
they are tied to the holding company. These 


include those instances where operating com- 
panies need additional facilities ; where, due to 
the policy of the holding company, the oper- 
ating company has outstanding issues of bonds 
and preferred stock which are disproportion- 
ately large; where the needed new money 
should be raised on common stock; where the 
holding company has neither the money nor 
the credit needed in order to subscribe for 
common stock, and either cannot or will not 
permit anyone else to do so. 

“Too often the weakened financial condition 
of an operating company can be traced directly 
to the demands made upon the company by its 
parent, whose principal interest was in get- 
ting dividends on common stock, which repre- 
sented little and sometimes no actual invest- 
ment.” 

—Rosert E. HEAty, 
Member, Securities and Exchange 
Commission. 


e 


On Motor Carriers 


66 JN recent prior years, while the transpor- 

tation legislation was taking form, 
which finally became the Transportation Act 
of 1940, this committee exerted every effort 
within its power to obtain legislation in con- 
formity with the original proposal of this as- 
sociation. This would have operated to exempt 
motor carriers operating solely within one 
state, without the necessity of any application 
on their part. The legislation [Transportation 
Act of 1940] as enacted, touching this mat- 
ter, is the best which could be obtained. Its 
enactment in the face of the opposition to 
which we have referred is, in the judgment of 
this committee, indicative of an unabated and 
increasing confidence on the part of Congress 
in the state commissions. 

“This legislation opens the door to exemp- 
tion, but it compels formal application there- 
for by a carrier desiring exemption, and a 
formal finding by the Interstate Commerce 


JAN. 16, 1941 


Commission that such carrier falls within the 
class of carriers contemplated by the amend- 
ment. Congress, however, has provided that 
if an application for exemption is accompanied 
by a certificate from the state commission of 
the state in which a carrier operates, stating 
the opinion of such commission that the car- 
rier falls within the class designed to be ex- 
empted, exemption shall take effect automati- 
cally, at the end of sixty days, unless the 
Interstate Commerce Commission, within that 
time, has held a hearing and reached an oppo- 
site conclusion.” i 

—Report of committee under chairmanship 

of H. Lester Hooker of Virginia. 


66 FULL comprehension must be had of 

A both the place and the influence of 
private carriers. No determinations relating 
to the industry or either of its major branches 
can be considered sound and workable unless 
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such determinations give weight to the possi- 
ble results of unregulated private operations 
or are predicated upon proper provision for 
regulation of such operators. 

“There can be no other conclusion reached 
by this committee than that information should 
be assembled with the greatest of precision and 
that each transportation system be given its 
place as determined by the economic factors 
which are vital to its performance and its 
continuance. The technological advancement 
within the industry will doubtless require 
modifications from time to time of any deter- 
minations fixing the bounds of a specific oper- 
ation, so that each type of transportation may 
be given its opportunity to serve and to live 
within its fixed field. Where adjustments need 
be made to guarantee a continuity of service 
and to permit of economic factors favorable 
to a continuing existence, such adjustments 
should be made in the interest of the general 
public. The national waste, which comes from 
overlapping, with the consequent threat held 
over the entire economic structure of the 
United States by reason of the languishing of 
great industries, such as the railroads, cannot 
be tolerated over an extended period without 
disastrous results.” 

—Repvort of committee under chairman- 
shib of Ward C. Holbrook of Utah. 


“ys motor carrier industry in its in- 
fancy secured much of its traffic by 
offering the shipper rates lower than he would 
have to pay the railroad company. At that 
time the truck lines were not only under no 
rate regulation, but did not even have to file 
rates with any regulatory body. State rate 
regulation preceded interstate by a number of 
years, but in 1935 Congress passed the Motor 
Carrier Act, giving the Interstate Commerce 
Commission jurisdiction over the rates of all 
common and contract motor carriers. Since 
that date, we have seen much progress in the 
stabilization of motor carrier rates. Large 
numbers of irresponsible operators have fallen 
by the wayside and the strong, responsible lines 
have joined in voluntary associations for mu- 
tual protection against rate cutting. It should 
not be assumed that rate cutting is a thing of 
the past. It still goes on and represents a seri- 
ous problem for regulatory officials. 

“The whole matter is seriously complicated 
by the new facilities afforded the shipper for 
transporting his own goods and, in the move- 
ment of many commodities, the ceiling of rates 
is substantially at a level which will prevent 
the shipper from putting his own vehicles on 
the road and performing the transportation 
himself.” 

—Report of committee under chairman- 
ship of Ben C. Larkin of North Dakota. 


is questions which arise from the 
i most cursory consideration of the 
question as to proper bases for the capitaliza- 
tion of motor transportation companies and 
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for the review of the rates of such companies 
are endless. Even though we are making prog- 
ress in the rate structure, we must also look 
to the capitalization situation. Trucking com- 
panies which for most part were started by 
individuals in a very small way have grown 
and expanded until now we are on the verge 
of seeing these companies come to the place 
where they will of necessity feel that they 
should issue and sell securities. There will be 
in the near future many applications, I believe, 
for consolidation and mergers. This question 
of capitalization will be a vital problem not 
only to the companies but to the regulatory 
bodies who must pass upon their capitalization. 
The regulatory bodies are immediately con- 
fronted with the problem of what is the most 
economical and proper basis for the capitali- 
zation or financing of the equipment necessary 
to establish and furnish the service of these 
companies. What requirements are to be made 
as to the depreciation reserve replacement or 
amortization of such investments? In many 
states, the capitalization of franchises beyond 
the actual sum paid for them is prohibited by 


law. 


—GeEoRGE McCCoNNAUGHEY, 
Chairman, Ohio Public Utilities 
Commission. 


66 . pow committee recommends: 


I 
“That the National Association of Railroad 
and Utilities Commissioners reaffirm its belief 
in the soundness of and necessity for a uni- 
form freight classification to be based pri- 
marily on the transportation characteristics 
of commodities. 


II 

“That all state commissions should study 
the problems of classification for the purpose 
of cooperating with the Interstate Commerce 
Commission in the determination of a sound 
and workable uniform classification and espe- 
cially to determine and apply sound principles 
of classification to govern prescription of any 
such tariff. 


III 

“That the National Association and mem- 
ber commissions express their opposition to 
efforts by any group of regulated carriers to 
freeze the existing classification ratings in a 
minimum rate order which would in many in- 
stances perpetuate unjustifiable high ratings 
and prevent necessary revision thereof. 


IV 

“That provision should be made for the con- 
tinuance of a Uniform Classification Commit- 
tee to make further studies and reports on this 
subject and to discharge such other duties as 
the association or the executive committee 

thereof may direct.” 
—Report of committee under chairman- 

ship of James A. Little of Nebraska. 
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66 HERE is an appreciable group of utility 
executives ... who would like to see 
unusually stringent legislation prohibiting 
acts which would injure utility property 
and plant even in times of peace. These per- 
sons would approve of acts in the various in- 
dividual states which would provide extremely 
heavy jail sentences for anyone who injured 
utility property. The danger in such legisla- 
tion would be that it would be subject to abuse 
by any utility experiencing labor trouble by or 
through its employees. Past experience with 
such legislation has indicated that its chief use 
has been for the purpose of intimidating and 

restricting workers.” 
—Report of committee under chairmanship 

of Leon Jourolmon, Jr., of Tennessee. 


4 wt ipo extension of existing utility facili- 
ties is a necessary and vital part of 


the national defense program. In the field of 
industry as a whole, to obtain the needed fa. 
cilities will require the investment of hundreds 
of millions of dollars. A large part of this 
investment will go for the construction of 
utility facilities. Such requirements are al. 
ready falling heavily upon some utility corpo- 
rations. It will, however, be a very rare case 
in which the incremental plant for emergency 
and defense purposes will be so large as to cail 
for regulatory commissions to relax the nor. 
mal principles which govern the allowance of 
depreciation or amortization. In nearly every 
case the rules governing depreciation which 
have been established through many years of 
commission regulation and court decisions 
will be found adequate to protect amply any 
utility which is carrying the additional defense 
burden.” 

—Report of committee under chairmanship 

of Leon Jourolmon, Jr., of Tennessee, 


& 
On Simplified Procedure 


“,. Since 1923 the [Interstate Commerce] 
Commission has used a device known as the 
shortened procedure, which calls for the elimi- 
nation of hearings and the presentation of 
facts by written memoranda. Approximately 
one-third of all formal complaint cases are 
handled by the shortened procedure. During 
the past four years, the percentages have been 
30, 32, 30, and 35. 

—Report of committee under chairmanship 

of Charles E. Byrne of Illinois. 


“. . It may be suggested that the commis- 
sion might profitably explore the possibility of 
prehearing conferences and exchanges of doc- 
umentary materials which are intended to be 
used evidentially. The commission has appar- 
ently reached a similar conclusion, for it has 
made some semiofficial experiments and for 
some months has had under consideration the 
amending of its rules of practice and proce- 
dure to provide for the exchange of exhibits 
between counsel at least ten days prior to the 
date of the hearing at which such exhibits are 
to be offered in evidence; the purpose of the 
proposed amendment, it is said, is to expedite 
the trial of proceedings before the commis- 
sion, by enabling counsel to make more effec- 
tive preparation for the cross-examination of 
the witnesses who offer the exhibits on the 
date of the hearing. 

—Report of committee under chairman- 

ship of Charles E. Byrne of Illinois. 


“, . In a number of proceedings, the [Civil 
Aeronautics] Authority has authorized the 
holding of prehearing conferences between 
counsel for the parties and for the authority. 
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This procedure was inspired by Rule 16 of the 
Federal Rules of Civil Procedure providing 
for a pretrial procedure for the formulation 
of issues, although as used in the authority's 
proceedings the principal purpose of this pro- 
cedure has been to reach an agreement as to 
the kind of evidence to be produced. For ex- 
ample, it is frequently agreed that certain data 
will be presented through exhibits rather than 
elicited by the question and answer method. 
Again, the participants in such conferences 
have entered into stipulations covering the 
qualifications of experts who will be called to 
testify at the hearing, together with a general 
statement of the matters to be covered by the 
testimony of each; at the hearing each expert 
will be qualified merely by asking him whether 
the stipulated description of his qualifications 
is correct. In one case, the prehearing con- 
ference resulted in a stipulation between coun- 
sel for five applicants and for the authority 
to the effect that certain documents should be 
incorporated by reference and considered part 
of the record. The documents thus incorpo- 
rated included the Official Aviation Guide, the 
Official Railway Guide, certain publications 
issued by the Interstate Commerce Commis- 
sion, Bureau of Foreign and Domestic Com- 
merce, Census Bureau, Post Office Depart- 
ment, and the authority, and data compiled by 
the authority relating to landing facilities along 
the proposed route and the maintenance cost 
of such facilities. It was further stipulated 
that specified documents should become a 
physical part of the record; the enumerated 
documents consisted of data on such subjects 
as hotel registrations, the flow of bank corre- 
spondence and clearings, the flow of airway, 
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railway, and highway traffic, and the cost of 
establishing air navigation facilities. 

“Prehearing conferences are called and 
scheduled by the chief of the Formal Proceed- 
ings Division. The conference is presided over 
by the examiner designated to conduct the 
hearing, unless the particular examiner is en- 
gaged in another hearing, in which case the 
conference is held by the chief of the Formal 
Proceedings Division. The conference is held 
in Washington, at least a week before the ini- 
tial hearing date, and is attended by counsel 
for the parties, including interveners, and for 
the authority. The latter is frequently accom- 
panied by staff members, usually from the 
Accounts and Analysis Division, who will be 
responsible for the preparation of the au- 
thority’s exhibits. 

“The prehearing conference procedure was 
first employed in proceedings for the fixing 
of air-mail rates, where its success caused it 
to be extended recently to proceedings on new 


route applications. The result has been to 
shorten hearings and to reduce the cost of 
transcribing the record of the hearing. The 
advantages of such a pretrial procedure are 
obvious, and it is to be hoped that the authority 
will gradually broaden the scope of the subject 
matter of such conferences. After an interval, 
when the authority has defined the policies 
governing and the factors to be considered in 
determining applications for certificates of 
public convenience and necessity, it would seem 
that this procedure could be fruitfully em- 
ployed to limit and define the issues to he ex- 
plored at the hearing. 

“That the authority is keenly aware of the 
potentialities of the prehearing conference pro- 
cedure is evidenced by the fact that a draft of 
a rule of practice governing this procedure has 
been prepared and submitted to and discussed 
with counsel for the carriers.” 

—Report of committee under chairman- 
ship of Charles E. Byrne of Illinois. 


7 


On Telephone Rates 


a). pooh the Long Lines Department 
serves large centers of business and in- 
dustry the interstate toll traffic at lower rates 
results in benefits to those industries and busi- 
ness enterprises. I have been unable to dis- 
cover any data on the effect of telephone serv- 
ice as it relates to the development of busi- 
ness enterprises serving regional markets, but 
to the extent that uniformity of intrastate and 
interstate toll rates stimulates small-scale busi- 
ness transactions there is a social justification 
for uniformity which counterbalances cost 
considerations that may exist in favor of a 
differential. Uniformity in toll rates might 
be supported for the same reasons which 
justify our postal rate structure and the 
movement for postalizing railroad rates. It is 
true that these reasons are based on consider- 
ations which are not subject to exact evalua- 
tion but they have been recognized in establish- 
ing rates and charges for other public services 
and no reason seems to present itself why 
they should not be used in support of uniform- 
ity in toll rates. 

“There is also considerable merit in aver- 
aging the results of all toll operations, both 
interstate and intrastate, and fixing rates 
which are reasonable over all. In adopting 
such a plan it might be necessary to consider 
the extremely short intrastate toll calls as es- 
sentially local in character and properly con- 
sidered with exchange operations. The bal- 
ance of toll business might be considered as a 
whole and rates fixed accordingly which would 
be the same for intrastate or interstate calls. 
To accomplish this end it might be necessary 
to reapportion ownership of certain lines be- 
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tween AT&T and the associated companies 
and perhaps review the originating and termi- 
nating toll commissions.” 
—Rosert A. NIxon, 
Member, Wisconsin Public 
Service Commission. 


coT HE study [telephone investigation re- 
port] of the Federal Communications 
Commission discloses a complete understand- 
ing of the reasons why government control 


yielded unfavorable results. The United 
States government assumed complete finan- 
cial responsibility, by contractual guaranty, 
for all expenses, including dividends, inter- 
est, amortization, depreciation, and operating 
expenses. The de facto control and operation 
of the system was in the hands of the officers 
of the Bell telephone companies. Because of 
the nature of the contract entered into by the 
government, a deficit was incurred in the 
operation of the system. The Postmaster 
General, who had only nominal control, was 
in the difficult position of having either to 
permit increasing deficits or to raise rates in 
order to reduce the deficiency. Company offi- 
cials advised him to increase rates. He did 
so—for long-distance rates in December, 1918, 
and for local exchange rates in March, 
1919. By this one stroke, accordingly, the 
Bell companies won a fight which they had 
been prosecuting in each individual state for 
several years and obtained increases having 
an annual revenue value of about forty mil- 
lion dollars.” 

—Report of committee under chairmanship 

of Leon Jourolmon, Jr., of Tennessee. 


JAN. 16, 1941 





PUBLIC UTILITIES FORTNIGHTLY Ww! 












duce t 
tition 
Unite! 


On Transportation Service 


pertaining to safety on railroads, not only to 
passengers, but to employees and motoriss drasti 
as well, The Interstate Commerce Commis. distri 
sion has already published valuable data in quite 
this regard which may be used as an outline of th 
for what may be desired. finan¢ 


6c] MANY states have approved the stand- 
e ards of the Association of American 
Railroads for Railroad-highway Grade Cross- 
ings as set out in Bulletin No. 2 of that as- 
sociation. Your committee recommends that 
those states which have not adopted these 









standards do so at an early date. “9. Your committee recommends that at- usly 
“2. Your committee recommends that leg- tention be directed to the protection of 0- This 
islation be promoted along the lines of §§ called minor highway-railroad grade cross- rates 
102, 103, 104, and 105 of Article XIII, ings where, because of public convenience and with 
Act V, ‘Uniform Act Regulating Traffic on necessity, they cannot be eliminated. Further in th 
Highways’ as approved by the National Con- study is recommended toward the end that a tion 
ference on Street and Highway Safety, 1938. reasonably cheap protective installation might distr 
These sections have to do with special stops be developed to adequately guard the large cr 
required at highway-railroad grade crossings. number of this type of crossings in the coun- ices 
“3. Your committee recommends that the _ try. petit! 
public utilities commissions of the various “10. Your committee recommends that this riers 
states urge upon the authorities of their mu- association go on record as favoring uniform of c 
nicipalities, as well as other civil divisions, regulations with respect to motor vehicle equi 
the danger of obstructed-view grade crossings weights and dimensions. While this subject gene 
and the desirability of removing, wherever is not strictly a safety one, it is closely allied only 
possible, trees, shrubs, buildings, billboards, with safety and for this reason is included 
and all other obstructions which prevent a as a recommendation herein.” 
clear view of railroad tracks at street or 
highway grade crossings. —ReEport of committee under chairman- 
“4, Your committee recommends that cam- ship of C. L. Doherty of South Dakota, 
paigns be conducted for safety education in 
schools and among applicants for drivers’ ¢¢ HERE the railroad is performing pick- 
licenses. It would be well if posters, pam- up-and-delivery service and conduct- 6¢ 
phlets, and any other similar forms of safety ing less-than-carload movements and making 
publicity could be provided to those agencies, heavy investments in fast trains; where the hay 
such as schools, where the greatest value truck is carrying low-grade shipments great sar 
could be obtained. _ distances ; where the boats are bidding for busi- wo 
“5. Your committee recommends that ness which can move with half the effort and sta 
wherever funds are available special studies a quarter of the time by rail; and where the ves 
be made by utilities commissions as to the airplane reaches into the freight and express su 
necessity of certain grade crossings and the business, it should be specifically required that ple 
possibility of their elimination, and that where such procedure be economically sound and mi 
authorized to do so, they eliminate them or that such operations be carried by the rates mé 
recommend the same. charged, rather than by subsidies made avail- ine 
“6. Your committee believes that due to the able from other sources. it 
greater speed of the motor vehicles of the “The future stability of transportation sys- ak 
present day, advance warning signs to high- tems in the nation and the continued economic th 
way-railroad grade crossings should be placed welfare of the nation depend upon a re- sit 
well in advance of the crossing. Some states analysis of the entite field, with positive and in 
have obsolete laws in this regard and an ef- effective conclusions to the end that trans- 
fort should be concentrated to secure the re- portation needs of the country may be met m 
peal of such old legislation. Your committee with the greatest efficiency, the lowest cost, 0: 
recommends that the practice be adopted in and by the rendition of the most acceptable e 
all the states of placing advance warning and pleasing service. t! 
signs not less than 250 feet nor more than “Therefore, this committee recommends that tl 
450 feet along the highway on each side of thorough and complete studies be made by E 
the crossing and on the right-hand side of the regulatory bodies of the service rendered by S 
highway in each case. existing transportation agencies and of their 1 
“7. Your committee recommends that possibilities in order that determinations may r 
wherever it does not now exist, full authority be made intended to guarantee to the public 0 
be granted to the proper authorities to enforce the lasting benefits requisite to the national i 
traffic laws, especially on the highways and defense and to assure the development and E 


at grade crossings and to make arrests for 
the violations. It further recommends that 
where adequate bodies do not now exist for 
the enforcement of traffic laws, such legisla- 
tion be enacted as to provide the same. 

“8, Your committee recommends that uni- 
form rules be set up over the entire country 
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the expansion of trade and industry.” 


—Report of committee under chairman- 
ship of Ward C. Holbrook of Utah. 


C6 I T is common knowledge that the effect of 
competition almost invariably is to re- 
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duce transportation rates and charges. Compe- 
tition between transportation companies in the 
United States has had the effect of inducing 
drastic cuts in transportation charges in the 
districts having the most severe competition, 
quite frequently to the extent that the ability 
of the competing carriers to maintain their 
fnancial integrity has been weakened seri- 
ously, and in many cases destroyed entirely. 
This has often had the effect of increasing 
rates and charges in districts not favored 
with competition until the rates and charges 
in those districts are entirely out of propor- 
tion to those obtaining in the competitive 
districts. 

“The inevitable result of competitive serv- 
ices is to decrease the revenues of the com- 
petitors. If the rates and charges of the car- 
riers operating in districts prior to the entry 
of competition were just and reasonable and 
equitably related to the rates and charges 
generally in effect, the competition has not 
only affected the ability of those carriers to 


e 


earn a fair profit from their operations, but, 
what is much more serious, has enabled the 
users of transportation facilities in that dis- 
trict to secure rates and charges relatively 
much less than those of their competitors in 
districts not favored with competitive trans- 
portation services, thus upsetting market 
competition between shippers of the same 
commodities located in different districts, and 
decreasing prosperity and property values in 
such noncompetitive districts. 

“It is a common opinion that it is the duty 
of the regulatory bodies to prevent situations 
of this kind, either through the reductions 
of rates for noncompetitive districts, or the 
prevention of reductions in transportation 
charges for the competitive districts to levels 
below those obtaining generally. In any event, 
it seems that the public is entitled to just, 
reasonable, and nondiscfiminatory freight 
rates regardless of competition.” 

—Report of committee under chairmanship 

of Ward C. Holbrook of Utah. 


On Uniform Service Contracts 


COVE doubt that state commissions and the 
Securities and Exchange Commission 
have at this time had the experience neces- 
sary to permit the promulgation of a sound, 
workable uniform service contract. Few 
state commissions have made thorough in- 
vestigations of service companies and few 
such investigations so far have been com- 
pleted by the Securities and Exchange Com- 
mission. As more such investigations are 
made, proceedings had, and contracts exam- 
ined, approved, disapproved, and criticized, 
it should be possible and practicable, if desir- 
able, to prepare a uniform service contract 
that will be acceptable to the state commis- 
sions, the Federal commission, and the utility 
industry. 

“There is a division of opinion among com- 
missions as to the practicability and desirability 
of such a contract. Because of the lack of 
experience and the division of opinion as to 
the practicability of such a contract it was 
thought best not to attempt to prepare one. 
However, there are certain pertinent provi- 
sions that this committee believes should be 
included in service company contracts, or if 
not included therein should be made a part 
of or a condition of the commission’s approval 
in its approval order. Such provisions, briefly, 
are: 

“1, That all service be rendered at cost. 

“2. That the service be performed at the re- 
quest only of the operating company, evi- 
denced by minutes of the board of directors 
meeting or by a written authorization of an 
executive officer of the operating company. 

“3. That no change or amendment be made 
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in the service contract unless first approved 
by the commission. 

“4, That within reasonable limits the con- 
tract include the method of allocating costs, 
emphasizing the requirements as to direct 
charges to specific companies. 

“5, That the bills rendered to serviced com- 
panies show in reasonable detail the service 
rendered for which the charges are made. 

“6. That such costs be segregated to the 
applicable capital and operating accounts of 
the operating utility, and that such segrega- 
tion be shown upon the operating company’s 
annual report. 

“7. That the servicing company each year 
report to the state commission in which state 
it renders service to an operating company 
an abstract showing the services rendered and 
the amounts collected therefor. 

“8. That the contract may be terminated by 
the operating company upon reasonable notice 
to the service company and that the commis- 
sion’s approval may be likewise so terminated. 

“9. That the contract should be so written 
that it clearly appears that in the event of 
any conflict between any part of the contract 
and any term or condition that may be set 
forth in the commission’s approval order, 
such term and condition shall prevail and 
that such contract is subject to any future 
rules and regulations that may be promulgated 
by the Securities and Exchange Commission 
and state regulatory bodies.” 


—Report of special committee under chair- 
manship of Alexander M. Mahood 
of West Virginia. 
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On Utility Financing 


66 UITE obviously, there is a place in the 

capital structure for debt. But where 

a capital structure becomes overburdened 
with debt, it serves only to cast the company’s 
financial future in a rigid mould, which in 
times of decreasing earnings may lead to the 
collapse of the company and to subjecting 
the bondholder to the risks and unfairness 
which I have already described. Common 
stock financing provides a flexible means of 
financing and in the case of operating com- 
panies may in certain instances prove a more 
satisfactory investment than bonds, in view 
of the present low yield of debt securities. 
It is encouraging to find that in the past year 
there has been an increase in the sale of equity 
securities in the field of operating companies. 
In all instances where common stocks have 
been offered, a ready market was found await- 
ing the securities. This movement to equity 
financing speaks well for the future. The 
ready market is a compliment to the intelli- 
gence of the American investors. 

“So I sum up this part of my paper on fi- 
nancing the property account by the follow- 
ing gratuitous advice: 

“(1) Keep the ratio of debt to total capi- 
talization and to the property account minus 
write-ups and minus adequate depreciation at 
as low a point as possible; 

“(2) Keep the ratio of common stock 
capital to total capitalization and property 
account as thus defined at as high a point as 
possible; 

“(3) Press the companies to adopt a pro- 
gram of systematic debt reduction.” 


—Rosert E. HEAty, 
Member, Securities and Exchange 
Commission. 


66 HERE are ... two other aspects of fi- 

nancing the property account which I 
do not wish to pass by. One is to recognize 
that in many instances the building of property 
has been financed to an important extent by 
the use of amortization money. Thus when 
bonds are sold at a discount, it is now well 
recognized that the discount is merely de- 
ferred interest to be paid the creditor when 
the principal of the obligation falls due. (See 
In re Central Maine Power Company, 153 


Atl 187.) Consequently, it is a good practice 
to deduct from earnings an item which js 
really an interest item and which represents 
annual proportionate sums designed to pro. 
vide for the payment of the deferred inter. 
est (discount) when it becomes payable and 
to spread all the interest charges evenly over 
the period for which the money is borrowed, 
According to current accounting practice the 
whole amount of the discount is set up in the 
debit column, though obviously it is not a 
true asset. As the annual sums, which I have 
just described, are appropriated, they are 
credited to this item unamortized discount, 
thus reducing it year by year. At the same 
time, however, if profits are made and an 
amount equivalent to the annual amortization 
is kept in the business and creates a true 
asset item in the debit column, it may often 
aid in the financing of the property account.” 


—Rosert E. HEAty, 
Member, Securities and Exchange 
Commission. 


“, . . Many students have held the view that 
the proportions of various types of securi- 
ties in the capital structure of a utility com- 
pany do not materially affect the overall an- 
nual cost of capital. It has been pointed out 
that if the proportion of bonds is increased 
the annual cost of the bond capital also will 
be increased, principally because of the ac- 
companying decrease in the margin of safety 
per dollar of interest and amortization re- 
quirement. On the other hand, the amount 
of high-cost equity capital will be reduced, 
the decreased annual cost of equity capital 
will be offset against the increased cost of 
the bonds, and the overall cost of capital will 
be unchanged. Of course, the proponents of 
this idea do not insist that a 100 per cent com- 
mon stock capitalization would have the 
same cost as one with 5 per cent of equity 
money. It has been contended, however, that 
within a very broad range of reasonableness, 
the total cost of capital does not vary signifi- 
cantly with changes in the proportions of se- 
curities in the capital structure.” 


—Report of committee under chairmanship 
of W. C. Fankhauser of California. 


& 
On Utility Rates 


66 N a measure, the regulatory commissions 

I shortly will stand in a position to apply 
brakes upon inflationary tendencies in this 
country. Each commission might well set up 
an effective resistance to the rapidly develop- 
ing tendency of the utility industry to with- 
draw from regulatory restrictions under the 
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theory that national defense necessitates 4 
greater freedom of action on its part. Com- 
panies are already seeking to repeat the ex- 
perience of 1916, when though rates of re- 
turn were already high, hovering around 6 
percent, intensive efforts flowed from the 
companies to convince commissions that 
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under existing conditions 8 per cent returns 
were necessary. 

“The exact reverse of this is the correct 
olicy. In the stress of war service the people 
of the country would be called upon to make 
sacrinces for the national welfare. Compul- 
sory military service amounts to setting 
apart a certain group of our young men who 
will be trained to kill and to take the risk of 
being killed in order that the democratic 
community of free people may continue to 
exist. In the same sacrificial spirit, the essen- 
tial services of the people in power, gas, com- 
munications, water, and transportation should 
be content with small returns as a part of the 
contribution they will be called upon to render 
the nation.” 

—Report of committee under chairmanship 

of Leon Jourolmon, Jr., of Tennessee. 


OVW have had no rate increase case 
predicated on defense, nor do we an- 
ticipate any. We have had considerable nego- 
tiations with public utilities under our juris- 
diction leading towards rate reductions. The 
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uniform argument of the utilities has been 
that the situation at present is subject to so 
many diverse tendencies that the future can- 
not be effectively predicted from the present 
or the past. ‘No company has heretofore 
argued that they are entitled to a higher rate 
of return or a more liberal depreciation al- 
lowance because of the defense requirements. 
They have argued that uncertainty as to the 
future, particularly with operating expenses 
and costs of future construction, is such that 
it is probable that if the entire indicated rate 
reduction were taken, it might shortly be- 
come necessary to increase rates. This com- 
mission has given considerable study to the 
situation and has not entirely ignored the argu- 
ment presented by the utilities. However, 
we have not permitted such argument to stand 
in the way of preventing a fair proportion 
of the indicated rate reduction from being 
made effective immediately.” 


‘ —Frep KLEINMAN, 
Chief Accountant, Illinois Commerce 
Commission. 


On Valuation 


66 o discussion of financing utility prop- 

N erty would be complete without some 
reference to accounting. In years past it is 
probable that too much reliance was placed 
by security analysts on the balance sheet. It 
is unfortunate that the balance sheet ever 
came to be regarded as a picture of values 
instead of merely a transcript of the balance 
of the principal accounts. It is said that one 
extreme breeds another. So today the tend- 
ency seems to be to go to the other extreme 
and make a fetish of earnings. To one at- 
tempting to appraise the value of a security 
it would be foolish to deny the importance 
of earnings. But the earnings statement will 
not tell him all he needs to know. He must 
look at the balance sheets for certain informa- 
tion without which the earnings statement is 
almost meaningless. The earnings statement 
will not tell him what amount of capital pro- 
duced those earnings, or whether despite 
those earnings a deficit in the surplus account 
may prevent the distribution of them. It will 
not tell him whether and what claims to assets 
and earnings there may be ahead of his, or 
whether a sizable balance has been accumu- 
lated in the depreciation reserve or whether 
there is such a reserve, or what other reserves 
exist. Furthermore, while again. I do not 
question the value of earnings to the statisti- 
cians and the analysts, I do reaffirm my belief 
[not entirely shared by the SEC majority] 
that when a regulatory body is dealing with 
an operating utility and when it arrives at a 
valuation of the assets, which of course in- 
cludes the property account, through a capi- 
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talization of earnings, it disregards one of 
the most fundamental and most firmly estab- 
lished principles of utility regulation, which 
is that earnings depend on value and not value 
on earnings.” 


—Rosert E. HEALy, 
Member, Securities and Exchange 
Commission. 


6¢ HE theory of ‘original cost’ is simple. 

It is not a revolutionary innovation. 
It is generally admitted that if ‘A’ builds a 
utility plant, he should charge to fixed capi- 
tal accounts the amount he expends for the 
properties. If in turn, ‘A’ sells his properties 
to ‘B,’ ‘A’s’ expenditures should not be 
thrown into the discard. A change in the 
ownership of the properties does not alter the 
physical properties. ‘A’s’ motive in selling 
the properties, and ‘B’s’ motive in buying 
them, no doubt result in a purchase price at 
variance with ‘A’s’ cost of the properties. 
The systems of accounts of the Federal 
Power Commission, of the Federal Commu- 
nications Commission, and of many state 
commissions, do not prohibit ‘B’ from record- 
ing his cost on his books. All they say is that 
he shall perpetuate ‘A’s’ cost, and if he paid 
more or less for the properties, he shall show 
that fact in an adjustment account. Those 
systems of accounts do not remove from the 
books of ‘B’ a single dollar.” 


—Report of committee under chairmanship 
of W. C. Fankhauser of California. 
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TVA Reports to Congress 


Ngo to farm and city buyers of Ten- 
nessee Valley Authority power in the fiscal 
year 1940 came to about $9,000,000, the TVA 
estimated in its annual report to Congress, 
made public on January 2nd. 

During the fiscal year, which ended June 
30th, the TVA sold some 3,600,000,000 kilo- 
watt hours of electricity, much of this to more 
than 100 municipal and cooperative electric 
distribution systems serving about 400,000 con- 
sumers. Revenue in the year was put at $15,- 
285,000, yielding an income after all expenses, 
except interest, equal to a return of 3.6 per cent 
on the power investment. 

The total departmental and general adminis- 
tration expense of the agency was estimated at 
$4,422,772. 

The report noted that enough power had 
been withheld from sale to meet the require- 
ments of Nitrate Plant No. 2, operated on a 
war-time basis. It explained that although the 
TVA was essentially a peace-time enterprise, 
it had a statutory obligation to produce ma- 
terials needed for defense. In addition, the 
agency added kilowatt capacity at two dams to 
provide power for defense needs, particularly 
aluminum production. 

New multipurpose dams were put in oper- 
ation at Chickamauga and Guntersville on the 
Tennessee river in Tennessee and Alabama, 
and Hiwassee, a high-storage project on the 
river of that name in North Carolina. These 
dams brought to seven the number of com- 
pleted TVA multipurpose projects. Besides, 


The March of 
Events 


TVA operates several hydroelectric projects 
and several steam-generating plants, formerly 
privately owned. 

The main segments of the report dealt with 
the watershed, the waterway, and utilization of 
water power from its multipurpose projects, 

Residential consumers of TVA power paid 
an average of 2.11 cents, as compared with the 
national average of 3.91 cents. Gross reve- 
nues of all municipalities and codperatives 
using TVA power totaled $21,600,000. 


Valuation Engineers Organize 


HE formation of the Technical Valuation 
Society, Inc.—a nation-wide non-profit 
membership group wth headquarters at 60 
Wall Street, New York city—was recently an- 
nounced by the society’s publication committee, 
The society was formed to meet the need of 
an organization to discuss mutual problems of 
engineers and accountants in valuation work. 
The objects of the society, as set forth in its 
constitution and by-laws, include: (1) The es- 
tablishment of valuation engineering as a pro- 
fessional degree; (2) promote intercourse be- 
tween engineers and accountants in the valua- 
tion field, including regulatory officials; (3) 
to advance valuation engineering standards; 
(4) to foster valuation engineering education; 
(5) to broaden the scope of valuation engi- 
neering in cooperation with other professional 
societies. 
Technical sessions and bulletins are planned 
to carry on this program. The society’s secre- 
tary is G. A, Rappold. 


Arizona 


Electric Survey Made 


RIZONA’S annual Dill for electricity is 
around $7,500,000, and is paid by more 
than 80,000 consumers. Orval H. Polk, asso- 
ciate professor of electrical engineering at the 
University of Arizona, arrived at the figures 
in a survey of Arizona electric power consump- 
tion, which he placed at 270,000,000 kilowatt 
hours a year. 
The Salt river and Casa Grande valleys are 
the areas of greatest consumption, he reported. 
The greatest increase in use of electric energy 
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was shown at Yuma, where a large reclama- 
tion project has been established. Polk pre- 
dicted consumption would gain greatly in the 
Morenci district, where Phelps Dodge Cor- 
poration is developing a huge copper property. 

Arizona’s allocation of 18 per cent of the 
electric power output at Boulder dam is al- 
most three times greater than the amount of 
power sold by utilities in the state in 1938, the 
survey disclosed. Polk said the trend in Ari- 
zona was toward lower rates, and the costs of 
electricity compared favorably with schedules 
in other states. 
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THE MARCH OF EVENTS 


Arkansas 


Gas Refunds Mailed 


HE percentage ratio upon which refunds 
Toa $500,000 will be made by the Ar- 
kansas Louisiana Gas Company to its 34,000 
customers scattered throughout Arkansas was 
announced recently by Robert W. Curran, gen- 
eral manager. : 

The refunds, arranged by agreement with the 
state utilities commission in connection with a 
rate reduction made effective November Ist, 
call for $100,000 to be returned on 1938 bills, 
$100,000 on 1939 bills, and $300,000 on bills 


for the first ten months of the year 1940. 

The basis of refund will be $7.17 for each 
$100 in gas bills paid in 1938; $6.57 for each 
$100 paid in 1939; and $15.60 for each $100 
paid during the first ten months of 1940. 

Mr. Curran said the first checks to consum- 
ers outside greater Little Rock would be mailed 
before the end of December. Domestic con- 
sumers will receive the greater part of the re- 
funds. Of the $300,000 to be refunded on 1940 
bills, Mr. Curran estimated that approximately 
$230,000 will go to domestic consumers, it was 
reported. 


California 


Central Valley Plan Approved 


ip er support for a regional authority to 
direct the Central Valley Project was 
pledged on December 16th by Secretary of the 
Interior Ickes. The proposal, submitted to the 
Interior Department Secretary by Governor 
Olson, was said to have been received favor- 
ably and Ickes promised, the governor said, to 
advocate passage of the necessary legislation 
to set up the administrative machinery. 

While no legislation had been prepared, a 
bill probably would be framed for introduction 
in Congress early in the session. Olson said de- 
tails remained to be ironed out but he and Ickes 
were in agreement on the general principle. 
The Interior Department official shares the idea 
that a comprehensive planning and administra- 
tive agency is necessary to bring about full 
exploitation of the resources of the area. 

Whether the authority would be a state or 
Federal agency or a joint unit was not dis- 
closed. Although the project is being financed 
by the Federal government, actual control al- 
_ has been expected to be a joint responsi- 
ility. 


Sale Approved 


ALE of Pacific Electric rail and bus facili- 
ties in both Glendale and Pasadena to local- 
ly owned corporations was authorized last 
month by the state railroad commission. Sale 
of the properties in either instance will not 
affect interurban service between Los Angeles 
and Pasadena or Glendale, it was said. 
_ The Pasadena City Lines, Inc., was author- 
ized to buy Pacific Electric properties for 
$104,178. Glendale City Lines, Inc., was author- 
ized to purchase and operate the Pacific Elec- 
tric bus service within the city of Glendale and 
extending into Los Angeles and Burbank for 
a price of $94,000. 
In each instance, it was declared, prices au- 
thorized were less than half the figure the rail- 


way company asked. In arriving at a figure, the 
state commission in each instance disallowed 
substantial items asked for operating rights. 
The commissioners held that only real proper- 
ties were being sold. 


Lease Figures Unsatisfactory 


ro submitted by Pacific Gas and Elec- 
tric Company engineers covering financial 
items in the proposed Hetch Hetchy power 
lease were recently reported unsatisfactory to 
San Francisco’s rate experts. They ex- 
pressed “dissatisfaction” with the figures as a 
whole and with certain specific items. 

In connection with the $4,900,000 rental pay- 
ment by the city to the company, city engineers 
added no details were included with regard to 
operating, maintenance, and depreciation 
charges. They said it appeared the proposed 
lease arrangement expenditures would be in 
addition to the rental payment, and they 
wanted to make sure. 

Mayor Rossi had said he would not give ulti- 
mate approval to an arrangement which did 
not bring the city as much or more revenue 
than has accrued to the city under the agency 
contract. This amount has reached $2,400,000 
annually. 

Another item in question was the $700,000 
entry for stand-by service. No details were sup- 
plied, the engineers noted. They were preparing 
voluminous reports to be submitted to Mayor 
Rossi. The mayor said he was “confident” fi- 
nancial terms of the lease would be worked out 
to the advantage of the city. 

The proposed new lease, known as Plan “E,” 
was designed to substitute for the agency con- 
tract the United States Supreme Court held to 
be a violation of the terms of the Raker Act 
which govern use of water and power from the 
Hetch Hetchy watershed. 

The city on December 23rd received the an- 
nual statement from the United States Depart- 
ment of the Interior, requesting the city’s usual 
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payment of $30,000 for Hetch Hetchy water 
and power. It was announced the bill would be 
paid, as usual. 


Commission Reports 


r the San Francisco bay metropolitan area 
the average family’s gas, light, and tele- 
phone bills are lower than in any major city of 
the country. And, largely through rate reduc- 
tions ordered by the state railroad commission, 
most California families today are paying ap- 
proximately 25 per cent less for utilities than 
they were seven years ago. The commission so 
informed Governor Olson on December 20th in 
a report covering its operations during the 
1939-40 fiscal year. 

The report stated, moreover, that reductions 
ordered during this last fiscal year would pro- 
duce net annual savings to the public of $7,- 
243,000. Gross reductions, on an annual basis, 
effected during the period included $3,580,574 
in electric rates, $1,267,175 in gas rates, $2,- 
392,430 in telephone rates, $91,560 in water 
rates. 

Despite heavy increases in taxes, the report 
noted that California utility companies enjoyed 
a profitable year. In this connection the report 
declared : 

“Taxes of all nature on public utilities have 


increased now to the extent that approximately 
20 per cent of the electric bills, 15 per cent of 
the gas bills, and 16 per cent of the telephone 
bills are taxes, indirectly paid by the consum. 
ing public in California, 

“Under the present tax structure certain 
utilities are paying in the form of taxes 
tween 15 cents and 20 cents of each dollar of 
revenue collected. It is highly probable tha 
taxes will be increased in the future through 
contemplated Federal defense taxes and rec. 
ords are being maintained to reflect current 
changes.” 

Reductions ordered during the year were 
possible, regardless of this tax trend, largely 
because of lowering costs of money and ex. 
panding markets for service, the report stated, 

The San Francisco bay metropolitan area's 
position as the “cheapest” big-city utility area 
in the country was disclosed in a comparative 
rate table showing the average family’s bills 
in the 25 largest cities. 

The average American family, according to 
the table figures, uses 30.6 therms of gas and 
75 kilowatt hours of electricity monthly and 
has a 2-party telephone. On that basis the aver- 
age bay area family pays $7.29 monthly for 
all three utilities. The average Los Angeles 
family pays $7.93—the third lowest among the 
25 largest cities. 


Colorado 


Rate Cut Offered 


HE Public Service Company of Colorado, 

through its president, Guy W. Faller, on 
December 23rd filed with the city clerk a 
schedule for reduced domestic electric rates in 
Denver. The new schedule was filed under the 
provisions of its franchise granted in 1927. 

The schedule fixed the charge for the first 
40 kilowatt hours at 5 cents a kilowatt hour. 
For the next 40 kilowatt hours the rate is 34 
cents; for all additional kilowatts over the sec- 
ond 40, 2 cents. The minimum charge for a 
meter will be 75 cents a month. 

The company will permit on 115-volt circuits 
the installation of motors up to one-quarter 
horsepower. On circuits of higher voltage 
motors up to 5 horsepower will be permitted 
where service is available. 

For electric water heater service the com- 
pany will make a charge of one cent a kilo- 


¥ 


watt hour, with a minimum charge of $1 
monthly. All water-heating equipment must be 
on a separate circuit and must be of the ap- 
proved type, according to the schedule’s terms. 
Use of water-heating equipment will be per- 
mitted only on off-peak hours. 


Rate Reductions 


LECTRIC rate reductions were effected in 
Colorado during 1940 representing a sav- 
ings to consumers of $288,960 annually, the 
state public utilities commission stated in a 
report to Governor Ralph L. Carr on Decem- 
ber 20th. The commission estimated in its re- 
port that gas rate reductions in the state during 
1940 would amount to $10,600 a year. 

Sales of electricity in Colorado in 1940 
amounted to $18,549,031 for 648,560,883 kilo- 
watt hours and there were 241,419 customers 
served with electrical energy, the report said. 


Connecticut 


Busses Replace Trolleys 


Mex Spellacy of Hartford on December 
27th signed and forwarded to the Con- 


necticut Company an agreement with the 


trolley company for the substitution of busses 


for all trolleys in that city. The mayor acted 


in accordance with a resolution passed by the 
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board of aldermen authorizing the chief execu- 
tive to execute the agreement in behalf of the 


city. . 
Vinder the agreement, the Connecticut Com- 
pany, within thirty days of execution of the 


contract, will apply to the state public utili- 
ties commission for an order authorizing com- 
plete substitution and, if the order is granted, 
will eliminate all trolleys within one year. The 
substitution will be gradual. 


Indiana 


Mayor’s Veto Snags Contract 


PLAN to buy electric energy to supplement 
A the output of the Goshen municipal gen- 
erating plant recently appeared to be a lost 
cause. Mayor Gordon D. Pease vetoed a meas- 
ure passed by the city council to authorize the 
board of works to contract for the additional 
electricity with the Northern Indiana Power 
Company. It was predicted that the necessary 
two-thirds vote would not be sought to over- 
ride the veto. 

This was the first time in twenty-five years 
that a Goshen mayor has exercised the veto 
power. 


Bangs Gains Freedom 


te; W. H. Bangs, militant former mayor 
of Huntington, who waged a bitter, losing 
legal battle to establish a municipal utility, was 
freed on December 24th after spending 633 


days in jail. Bangs’ petition for release from 
the Allen county jail was granted by Circuit 
Judge Harry Hilgemann in Fort Wayne. 

“The law has been satisfied,” the court re- 
marked. That ended the last and longest—306 
days—of his three terms for contempt of court 
which were imposed for violations of injunc- 
tions and restraining orders obtained by the 
Northern Indiana Power Company. 

Also released was J. Clayton Brown, of 
Huntington, construction foreman of the now 
defunct city utility. They were jailed last Feb- 
ruary 2lst for withholding $4,300 in funds. 

Edward Smith, receiver for Huntington’s 
defunct “outlaw” municipal utility that oper- 
ated in the Bangs’ administration, had an- 
nounced he would oppose the petitions filed by 
Bangs and Brown. 

Habeas corpus suits in Allen superior and 
district Federal courts, as well as petitions for 
writs of error, all had previously failed to free 
Bangs and Brown. 


Michigan 


Gas Suit Started 


HE Michigan Consolidated Gas Company 

believes the state public service commis- 
sion was too severe in its rate reduction order 
of last November 20th, according to a suit re- 
cently filed in the Ingham County Circuit Court 
at Lansing. The company, nevertheless, would 
obey the commission’s order and put the new 
rates into effect January 4th. 

Albert E. Meder, attorney for the company, 
said the lawsuit would enable the utility to 
develop its claims in court at the same time 
that the reduced rates were being charged. 


The state commission order called for an 
estimated reduction of $1,200,000 in cooking 
and water-heating rates in Detroit and near-by 
communities. This reduction was partially off- 
set, however, by an estimated increase of $500,- 
000 in the rates for gas used for heating. 

The commission was scheduled to meet on 
January 3rd to pass upon Detroit’s applica- 
tion for a reopening of its gas rate case. The 
petition requested that the present “Detroit 
plan” feature be abolished and all domestic 
customers be given a lower rate. The petition 
also asked revision of penalty exacted by the 
company for delinquent payment of gas bills. 


Missouri 


Gas Fund Trial Set 


t= of a suit to determine ownership of 
a fund of $1,479,301 in excess gas rates im- 
pounded in Cole County Circuit Court in con- 
nection with a 1934 valuation and gas rate re- 
duction case of the Laclede Gas Light Com- 


pany, of St. Louis, was set recently by Circuit 
Judge Sam C. Blair for January 10th. 

The setting was ordered after Judge Blair 
refused to set aside a previous order of the 
court striking out several legal points raised 
by the Laclede Gas Light Company in its peti- 
tion for return to it of the entire impounded 
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fund. Judge Blair’s ruling reaffirmed one made 
by the late Judge Nike C. Sevier on November 
17, 1939. 

The fund was impounded in the circuit court 


in a case in which the Missouri Public Servic. 
Commission ordered a 6 per cent reduction in 
the Laclede’s domestic and commercial rate; 
in St. Louis. 


Nebraska 


Power Deal Closed 


RESIDENT Charles B. Fricke of the Con- 


sumers Public Power District of Nebraska 
on December 28th announced the purchase by 


the district of the northeastern Nebraska prop- 


erties of the Interstate Power Company. He 


said the purchase price was $2,600,000. The 
deal was closed with Jackson E. Cagle, general 
counsel for John Nuveen & Co., bankers, han- 
dling the final details. 

Interstate Power Company headquarters are 
at Dubuque, Iowa. The electric power genera- 
tion, transmission, and distribution properties 
purchased by Consumers last month serve 38 
communities in northeastern Nebraska. The 
sale included all Interstate facilities in Ne- 
braska. ; 

The properties will be operated by the north- 
eastern Nebraska division of the Consumers 
Public Power District. Division headquarters 
will be at O’Neill, Nebraska. Main offices of 
the power district are at Columbus. 

Complete public ownership of all electric 
power facilities in Nebraska is the goal of the 
state’s hydroelectric districts—and always has 
been the goal—it was disclosed recently. Mr. 
Fricke cited the aim as it was revealed at 
Kearney early last month that negotiations 
were approaching an end for Consumer’s pur- 
chase for some $6,800,000 of the widespread 
properties of the Central Power Company. 
“That’s the goal, of course,” Fricke said, “al- 
ways has been, but we don’t have very strong 
hopes of reaching that goal.” 

He hastened to add this did not mean owner- 
ship of all the utilities by Consumers, the 
hydros, or any other group, but ownership by 
public bodies, including the districts and mu- 
nicipalities. In so far as possible, the goal 
would include a huge electric grid which would 
supply a market for power from Loup, Central 
Nebraska, and Platte Valley districts, as well 


as from the many existing steam plants, 

Dr. D. W. Kingsiey, former president and 
present member of the Tri-County Public 
Power and Irrigation District, explained ina 
written statement that he differed with Fricke’s 
opinion. Kingsley said the chief aim of Tri- 
County operations has been to furnish water 
for irrigation and that the district was not 
created for the purpose of taking over or op- 
erating all of Nebraska’s electric power facili- 
ties. Acquisition of private power companies, 
he said, developed as a secondary phase. 

Dr. Kingsley resigned as president of Tri- 
County on October 5th. Last month he filed a 
$100,000 libel suit, charging that statements by 
the directors had wrongly accused him of mis- 
conduct as president. 

District Judge Charles H. Stewart on De- 
cember 24th dissolved the restraining order 
issued the previous week to the village of 
Creighton to prevent the Interstate Power 
Company of Dubuque, Iowa, from selling its 
property there to the Consumers Public Power 
District of Columbus, and denied a temporary 
injunction. 

The final hearing in the case was set for 
February 6th, at Center, when the court will be 
asked to determine whether the village of 
Creighton has the right to purchase the proper- 
ties of the Interstate Company under its fran- 
chise. 

As the temporary restraining order, issued 
December 17th by County Judge Allen S. Stin- 
son, Center, in the absence of a district judge, 
was dissolved, it was understood the Interstate 
Power Company would go ahead with the sale 
of its properties. 

Creighton is one of 37 towns in northern Ne- 
braska served by Interstate. The Federal 
Power Commission already has approved the 
sale, but Consumers’ officials said negotiations 
had been held up by the legal action by the 
village of Creighton. 


S 
Ohio 


Permission Asked for Dams 


HE Federal Power Commission was asked 

last month for permission to undertake 
three hydroelectric power developments on the 
Miami river in Ohio to serve Hamilton and 
Middletown. The request was filed by Thomas 
V. Fitzpatrick of Cincinnati. 
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One dam, with a power house having in- 
stalled capacity of 13,300 horsepower, would 
be at Cleves, about 10 miles above the mouth 
of the Miami. Another at New Baltimore, 11 
miles aboves the Cleves dam, would have 
16,000 horsepower, and the other at Woods- 
dale, 23 miles above New Baltimore, would 
have 8,000 horsepower. 
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The commission said that they would supply 
energy for the Hamilton municipal plant and 
a proposed - municipal plant at Middletown. 


Gas Refunds Urged 


quest that negotiations be started with the 

Ohio Fuel Gas Company in an attempt to 
refund $1,900,000 to gas consumers of Colum- 
bus was made recently by Councilman Arvin 
J. Alexander in a letter to Council President 
Roger N. Addison, chairman of the utilities 
committee. 

Alexander in his letter said it seemed likely 
that the case would continue for another span 
of years, and unless something is done to get 
the case settled or money refunded to the con- 
sumers, many entitled to refunds will have 
died or moved from the city. He stated: 

“It, therefore, seems to me that we, as mem- 
bers of council, should call the company offi- 
cials before us and demand the refund of this 
money to the consumers while they may be in 
a position to use it.” 


City Loses Gas Rate Fight 


bi city government on December 18th lost 
its fight to prevent the state public utili- 


> 


OF EVENTS 


ties commission, which fixed the present gas 
rate in Cleveland, from hearing the East Ohio 
Gas Company’s appeal from council ordinances 
to cut that rate from an average of 68.88 cents 
a thousand cubic feet to 57.5 cents. 

The state supreme court in Columbus 
denied the city’s request for an edict prohibit- 
ing the commission from adjudicating the or- 
dinances—three of them passed for terms of 
- months each, the last to expire December 

st. 

Assistant Law Director Spencer W. Reeder, 
in charge of utility rate litigation, had asked 
for the prohibition on the ground that the 
utilities commission has no jurisdiction over 
rate ordinances of a home rule city that are 
passed for terms of less than two years. 

The court held that, whatever the terms of 
such ordinances, the commission retains juris- 
diction and that any rate it fixes after an in- 
quiry shall be in effect for periods of not less 
than two years. 

The tribunal’s written opinion emphasized 
that if Reeder’s contention were upheld it 
would destroy the right granted one per cent 
of a city electorate to petition for a commis- 
sion review of a rate ordinance that might be 
passed by a municipal council that was “care- 
less or overgenerous.” 


South Carolina 


REA Funds Barred to Co-ops 


J. Beattie, comptroller general and secre- 
A. tary of the state Rural Electrification 
Authority, and Jeff B. Bates, state treasurer, 
have been enjoined from paying out $90,000 in 
funds held by the REA in an order signed by 
Associate Supreme Court Justice D. Gordon 
Baker on December 18th. 

Petitioner in the action was John W. Crews, 
Columbia attorney and former member of the 
house of representatives from Richland coun- 
ty. Associate Justice Baker issued a rule to 
show cause why the state officials should not be 
permanently enjoined from paying out the 
funds and was made returnable at ten o’clock 
on the first day of the next regular sessions of 
the supreme court. 


» 


The petition set forth that the authority has 
an outstanding indebtedness of approximately 
$1,700,000 which is secured by mortgages cov- 
ering the property of the authority. The state 
general assembly last year passed an act pro- 
viding for the transfer of the electric lines of 
the state REA to the county codperatives. The 
petition set forth that “the authority purport- 
ing to act under said last named act proposes to 
transfer substantially all of its transmission 
lines to various codperative associations, and 
that said authority further proposes as a part 
of said transfer to apply all of the available 
cash on hand of said state Rural Electrification 
Authority upon indebtedness of said authority 
which said indebtedness does not require pay- 
ment in full within five years from date of 
issuance or to credit same on said obligations.” 


Tennessee 


TVA Power Step-up Voted 


Ts Nashville Power Board voted on De- 
_4 cember 23rd in a special session to amend 
its contract with the Tennessee Valley Author- 
ity to increase the volume of power received 
from TVA from 75,000 kilowatts to 90,000. 

Chairman W. C, Baird said the increased de- 
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mand in the Nashville area made the amend- 
ment necessary. Present indications of con- 
tinued demands would justify the board in 
applying for an additional increase of 15,000 
kilowatts to eventually increase the volume to 
105,000 kilowatts, he said. 

Nashville’s TVA contract requires the au- 
thority be given a year’s notice of the board’s 
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request for any increase of 10,000 kilowatts 
or over. The board applied more than a year 
ago for the increase to 90,000 kilowatts. The 
TVA has tentatively agreed to the amendment. 

By an additional amendment, the board and 
the TVA agreed on methods of computing 
Nashville’s power bill to the TVA. J. E. 
Carnes, Nashville Electric Service manager, 
explained that a difference in the method of 
measurement of high-tension power occasioned 
by steam-generated power turned directly into 


the Nashville distribution system has brought 
about the difference between the TVA and 
Nashville Electric Service. 

Carnes said TVA was preparing to instal] 
mechanical methods of measurement which 
would be a permanent yardstick to determine 
accurately Nashville’s power bills to the TVA, 
Tentatively it was agreed that NES would pay 
TVA 50 per cent of $102,000 which repre- 
sented the difference between NES computa- 
tions and the TVA figure. 


Virginia 


Gas Sales Offset Tax Loss 


HE city of Richmond will receive more 
revenue from gas sales to the two hous- 
ing projects to be built by the Richmond Hous- 
ing Authority than it will lose in real estate 
taxes, Utilities Director J. R. A. Hobson, Jr., 
said recently. 
Director Hobson pointed out that, based on 
a present assessment value of $210,000, the loss 
in taxes to the city from the housing projects 
area will be $4,620. Allowing for the minimum 
requirements in the way of gas ranges and 


manual-controlled water heaters in the dwell- 
ing units of the housing projects, the city’s an- 
nual gross revenue from gas sales is estimated 
at $13,000 with a net profit of $6,000. 

If the dwelling units in each housing project 
are equipped with gas refrigerators, the city’s 
annual gross income from gas sales will be 
$18,000 and the net profit $8,000, according to 
Director Hobson. 

Wholesale gas rates are being granted to the 
Housing Authority by the city. The gas rate 
will be 55 cents per thousand cubic feet, or 
about half the retail rate. 


Washington 


Power Savings Reported 


HE state department of public service has 
brought about $2,500,000 savings to cus- 
tomers by reduction of public utility rates dur- 
ing the past two years, and reductions totaling 
more than $4,000,000 since 1933, Director Don 
G. Abel said last month in his biennial report. 
Since 1933, the savings to customers of utili- 
ties as a result of the department’s activities 
has averaged $511,000 annually, he said. The 
department has been active for nearly two 
years in formal investigations which have “pre- 
vented increases in rates of telephone service 
in the state by approximately $1,400,000,” the 
report continued. 


PUD Makes Purchase Offer 


Gu" Harbor Public Utility District com- 
missioners last month ordered prepared 
a plan and system resolution calling for pur- 
chase of Puget Sound Power & Light Com- 
pany holdings in eastern Grays Harbor county 
or construction of PUD lines to compete with 
the company’s lines. 

Officials of the PUD said the price to be 
offered the company was expected to be be- 
tween $300,000 and $400,000. 

The county-wide power district now serves 
all of Grays Harbor except Montesano, Elma, 
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and other cities and towns and rural areas in 
the eastern third of the county. The PUD 
bought the Grays Harbor Railway & Light 
Company last January for $2,842,000 and in 
October acquired the Twin Harbors Electric 
Company for about $60,000. 

The commissioners said the resolution would 
provide for building competing lines if the 
Puget Sound Company refused to sell. 


RFC Approves Loan 


EATTLE city councilmen and transit officials 
S were notified on December 19th by the Re- 
construction Finance Corporation that the 
terms suggested by the city council regarding 
the $500,000 addition to the $10,200,000 transit 
loan have been approved by the RFC. 

In a resolution adopted on December 16th, 
the council agreed to the RFC financial terms 
on the loan increase, but provided the city 
should have the option to buy the bonds for 
the whole loan within three and one-half years 
at the same premium rate as under the original 
loan, 

If the city should take up the bonds after 
that period, it will pay a higher premium re- 
quired by the RFC in increasing the issue to 
$10,700,000. The council asked for six months 
notice to exercise its option should the RFC 
find another buyer for the bonds. 
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The Latest 
Utility Rulings 


Company Is Bound by Accounting Entries 


Made in the Past 


MPEACHMENT of past proper account- 
I ing will not be sanctioned, and the 
integrity of accounts must be maintained, 
said the Federal Power Commission in 
refusing to permit reaccounting for in- 
terest during construction and additional 
administrative and general expenses of a 
federally licensed power project. 

Preliminary to its consideration of 
various accounting entries, the commis- 
sion ruled that it had authority to require 
the company to keep general corporate 
and other fundamental accounts and rec- 
ords covering its entire electric utility 
business in conformance with the pro- 
visions of the Federal system of accounts, 
The company had asserted that state 
regulatory authorities alone had compre- 
hensive accounting and other supervision 
over its affairs. 

The company, said the commission, 
had exercised a deliberate policy of not 
charging to capital all the interest during 
construction that might have been 
charged during the period 1914 to 1925. 
Such choice represented the exercise of 
proper accounting discretion at that time, 
and such choice was not an accounting 
error. It was held to be improper to per- 
mit the company now to add this item to 
the recorded cost of its property. The 
commission said: 


It is not denied that had such interest dur- 


ing construction been recorded as an element 
of cost at the time it was alleged to have been 
incurred, no question would now be raised 
as to its propriety. But this does not negate 
the principle that accounting records must 
not be impeached because of a change in 
the subsequent conception by accounting offi- 
cials of the company as to what constituted 
cost for a prior period. 


There was said to be no fundamental 
accounting principle involved in the capi- 
talization of interest on the company’s 
own funds or the policy of noncapitaliza- 
tion of interest in whole or in part. Pub- 
lic accountants have no hesitancy in cer- 
tifying to financial statements of indus- 
trial enterprises or public utilities where, 
as a matter of accounting or financial 
policy of management, interest during 
construction is not capitalized or is capi- 
talized only in part. 

Likewise, the commission held that 
where the company had exercised allow- 
able discretion in accounting for admin- 
istrative and general expenses, it was 
thereafter bound by the cost resulting. 
Many expenditures, it was said, must be 
assigned, allocated, or prorated on the 
basis of judgment to the various plant 
and operating accounts. A company, it 
was held, should not be permitted to im- 
peach its own records of the past. Re 
Northwestern Electric Co. (Opinion No. 
56, Docket No. IT-5642). 


e 


Proper Basis for Purchase Price of Utility 
Property 


one years ago the New York com- 
mission consented to the transfer of 
the gas and electric franchises, works, 
and systems of the Lockport Light, Heat 


& Power Company to the New York 
State Electric Corporation (now the New 
York State Electric & Gas Corpora- 
tion). The approval order provided for 
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entries to be made on the books of the 
purchaser to reflect the acquisition of the 
assets on an original cost basis. Cost ad- 
justments made by the commission were 
objected to by the company, and, after 
litigation in the court, the matter went 
back for final disposition. The commis- 
sion has now passed upon various items 
to be included or excluded. 

Various former proceedings before the 
commission were reviewed at length to 
determine whether or not book cost items 
had actually been approved, It appeared 
to the commission that its orders and 
other documents in prior cases dealt pri- 
marily with book figures to which cer- 
tain accounting and engineering adjust- 
ments were made. In none of these did 
the commission’s orders prescribe orig- 
inal cost, and the journal entries did not 
purport to represent original cost. 

The argument that certain items should 
be approved because they were permitted 
to remain in so-called corrected balance 
sheets was not accepted by the commis- 
sion. It was said: 

The making of certain corrections to 
books or balance sheets does not constitute 
approval of all the items therein. Nor does 
the approved issuance of additional securi- 
ties mean approval of everything on the 
company’s books. Securities are frequently 
authorized upon the basis of new construc- 
tion to be made, the funds being impounded. 
If a complete determination of the correct- 
ness of every item on a company’s books or 
balance sheets were to be made before au- 
thorization of the issue and sale of securi- 
ties, many companies could not have financed 
the growth that has taken place. To hold that 
when an amount entered in an account either 


by a journal entry prescribed by the com. 
mission or by the company because the com. 
mission in some prior proceeding has failed 
to order its elimination, is to prohibit the 
commission from requiring correct account. 
ing at some later date, which might well 
have the result of false and improper book 
records. Such a false result the commission 
cannot connive in, nor is it to be assumed 
that the appellate division means that we 
should do so. 


Expenses incurred in connection with 
organizing the selling corporation and 
not relating to the property constructed 
by the corporation were not considered 
property which could be transferred. 
The commission pointed out that if ex- 
penses of corporate organization were 
transferred on every sale of property, 
successive corporate owners would have 
upon their books not only their own or- 
ganization costs but the cost of organiz- 
ing each of the predecessor corporations, 
This, it was said, would have the entirely 
erroneous apparent effect of increasing 
the book cost of the property of the com- 
pany when actually no increase in value 
had occurred. 

Expenditures in connection with is- 
suing and selling capital stock, it was 
held, should remain on the books of the 
selling company and not be transferred 
to the books of the purchaser. They re- 
lated to particular stock issues or cost of 
obtaining money, and, it was said, when 
these issues of stock are canceled, this 
expense should be written off with them. 
Such expenses dre costs of obtaining 
money. Re Lockhart Light, Heat & 
Power Co. (Case No. 5773). 


7 


Liquid Gas Business Not Considered a 
Public Utility 


x inquiry as to the public utility 
status of Solgas, Inc., was ter- 
minated by the Pennsylvania commission 
with a holding that the company was not 
engaged in public utility service. The 
company, which is owned by the Sun Oil 
Company, is chartered to engage in the 
manufacture and sale of liquefied hydro- 
carbon and petroleum and petroleum 


gases, but not for public use or as a com- 
mon carrier. 

The immediate subject of investigation 
was service rendered in a real estate de- 
velopment of more than twenty houses. 
All streets in the development were laid 
out by the tract developer and were 
owned by him. Solgas, Inc., installed a 
gas system known as a natural vaporiza- 
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tion “undiluted Single Propane System.” 
It owned facilities consisting of storage 
tanks, regulating appliances, and 7,000 
feet of 2-inch welded seamless steel tub- 
ing used for distribution purposes. Dis- 
tribution lines were attached to customer- 
owned service lines leading to the cus- 
tomers’ meters. The commission, in de- 
scribing the type of gas service, said: 


Liquid propane, which is a by-product of 
petroleum oil refinery operation consisting 
of approximately 83 per cent propane and 17 
per cent propylene, is transported by respond- 
ent from the refinery as a liquid in pressure 
tank trucks’ and is dumped into the storage 
tanks above referred to and thereafter va- 
porized. The pressure in the storage tanks 
is 115 pounds per square inch gauge, and this 
pressure is reduced through the regulating 
appliances at the tanks to 12 pounds per 
square inch gauge pressure in the mains. 
This gas is then delivered into the distribu- 
tion system, and the pressure is subsequently 
reduced by a regulator located in front of 
the consumers’ meters to 8 ounces per square 
inch or 14 inches of water. A cut-off valve at 
the consumers’ premises automatically ter- 
minates the supply if the pressure drops to 
4 ounces per square inch or 7 inches of water. 
The heating value of a cubic foot of propane 
(C3Hg) is 2,572 sru, and of propylene 
(CgHe) is 2,332 stu, with the commercial 


mixture having a calculated heating value 
of 2,531 stu per cubic foot at 60 degrees 
Fahrenheit and 30 inches of mercury, or 
normal sea level atmospheric pressure of 
14.7 pounds per square inch absolute. 


Contracts between the company and its 
customers provided for a scheduled price 
per hundred cubic feet of gas based on 
the quantity consumed each month. There 
were also provisions relating to the aver- 
age price of liquefied petroleum gas or 
the equivalent in cubic feet of gas. Bills 
were rendered monthly on the basis of 
meter consumption at a flat rate of 18 
cents per hundred cubic feet of gas. 

Commissioner Buchanan, in a dissent- 
ing opinion, said that the record demon- 
strated conclusively that the company 
was supplying its patrons with a gas and 
not with a liquid. He saw no merit in a 
contention that the phrase “artificial gas” 
as used in the law was intended to include 
only manufactured gas, often referred 
to as “city” or “water” gas, and could 
not be construed to include petroleum 
gases. Pennsylvania Public Utility Com- 
mission uv, Solgas, Inc. (Complaint 
Docket No. 12465). 


e 


Street Railway Reorganization Plan Not 
In Public Interest 


A PLAN of reorganization of the Pitts- 
burgh Railways system, filed in 
Federal court and submitted to the Penn- 
sylvania commission, was disapproved as 
not being in the public interest. The “pub- 
lic” as used in the state Public Utility 
Law is narrow. The commission cited the 
established Pennsylvania rule that the 
law is not a “Blue Sky” law, and the pub- 
lic for whose convenience and protection 
the act is concerned is the public who use 
or desire to use the service and facilities 
of the company, It does not refer to the 
general investing public. 
_ Observing this limitation on its author- 
ity, the commission considered the fair- 
ness of the plan without respect to the 
creditors and security holders. Although 
the plan would effect a substantial reduc- 
tion in the amount of outstanding securi- 
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ties and in annual fixed charges, the com- 
mission did not believe that it went far 
enough in those directions. It did not 
present a comprehensive plan for a re- 
organized mass transportation system. 
The plan was termed a plan for an in- 
adequate financial reorganization. 

Experience over a number of years 
had convinced the commission that the 
street car is disappearing as a medium of 
mass transportation except in the con- 
gested parts of a few large cities. Pro- 
vision, it was thought, should have been 
made for the elimination of obsolete and 
obsolescent facilities and services. 

The commission observed as to the 
character of general mortgage bonds pro- 
posed to be issued: 


A 50-year term is much too long for street 
railway bonds, considering the uncertain fu- 
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ture of street railways. Even in the case of 
utilities with long life expectancies, such as 
water and electric utilities, we prefer that 
they should limit the term of their bonds to 
thirty years. A fixed rate of interest, with- 
out a provision for contingent interest, 
should be set, so that a clamor for con- 
tingent interest may not influence the man- 


agement to skimp on operating, maintenance, 
and depreciation requirements to obtain 
funds for appeasement of the clamorers, A 
real, not a shadowy, sinking fund should be 
provided. 


Re Trustees of Pittsburgh Railways Co, 
et al. (Application Docket No. 59706). 


& 
Gas-well Owner Operates Public Utility 


HE owner of a gas well was held 

by the Pennsylvania commission to 
be engaged in the public utility business, 
subject to regulation, although he con- 
tended that he and his customers were 
co-owners in the furnishing of gas serv- 
ice and that his gross earnings were 
only about $50 to $60 per month. He had 
been selling gas from two wells drilled 
by him and several associates since 1933. 
New customers had been added, although 
some applicants had been refused service 
because of insufficient supply of gas. 


The owner of the well also owned the 
field gathering and transmission lines, but 
customers furnished the necessary pipe 
to distribute the gas to their respective 
houses from the distribution system. It 
had been urged that since the customers 
furnished some of the pipe line they were 
co-owners, and therefore the well owner 
was not under the jurisdiction of the 
commission. 

This argument was rejected. Public 
Utility Commission v. Hawks (Com- 
plaint Docket No. 13410). 


eS 
Excess Telephone Plant Excluded 


ce Missouri commission, in author- 
izing an increase in telephone rates, 
was convinced that it should seriously 
consider the question as to whether or 
not the company had in its system an ex- 
cessive amount of property to furnish 
adequate and satisfactory service to pres- 
ent and expected subscribers. It was said 
that if the property was found to be ex- 
cessive, the commission should determine 
what value should be fixed as a rate base 
with due regard to the excess capacity of 
the plant and the use made of the prop- 
erty in serving present customers, giving 
consideration to reasonable future re- 
quirements. Such excess was found to 
exist. The commission said: 

The owners of the property must realize 
that they are exposed to the same hazards of 
business as any other business and out of all 
losses and gains they experience in the busi- 
ness they can only expect a return on the 
fair value of such property as is required to 
serve present customers, making proper al- 
lowance for growth they can reasonably ex- 
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pect. “The commission is of the opinion that 
the leeway to which a company is entitled in 
the operation of its plant should not result 
in an investment in plant capacity far in ex- 
cess of the anticipated demands of the cus- 
tomers of the present and of the near fu- 
ture.” Public Service Commission of Mis- 
souri v. Kansas City Power & Light Co. 
(1939) 30 PUR(NS) 193, 218. 


The commission also quoted with ap- 
proval a statement by the New Jersey 
Court of Errors and Appeals in New Jer- 
sey Suburban Water Co. v. Board of 
Public Utility Comrs. (1939) 31 PUR 
(NS) 219, to the effect that a main built 
sufficiently large to carry out contracts 
to supply the needs of earlier customers 
of a water company should not be given 
full value when later the company finds 
itself with altogether too large a plant on 
its hands, and with little, if any, prospect 
for future betterment of its unusual and 
unhealthy business status. 

The commission required that the an- 
nual depreciation allowance be consistent 
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with the estimate of accrued depreciation. 
A return of 63 per cent was approved. 


Re Middle States Utilities Co. of Mis- 
souri (Case No. 9843). 


e 


Manufacturing Company Exempted from 
Holding Company Act 


HE Nekoosa-Edwards Paper Com- 

pany was exempted from all provi- 
sions of the Holding Company Act that 
would require its registration because of 
its control over its subsidiary public util- 
ity company, Nekoosa-Edwards Light 
& Power Company. A comparison of 
the applicant’s fixed capital investment in 
its principal business and the investment 
of its wholly owned subsidiary in utility 
assets indicated that it was engaged pri- 
marily in a business other than that of a 
public utility company. 

The commission also found that the 
retail distribution of part of the electric 
energy generated by the manufacturing 
company by the wholly owned subsidiary 
company in the communities in which the 
manufacturing plants were located was 


only incidental to the applicant’s business. 

Since the manufacturing company 
owned all the outstanding securities of 
its subsidiary, it was held to be unneces- 
sary to consider whether or not it derived 
any material part of its income from such 
subsidiary, since that situation is cov- 
ered by clause (B) of § 3(a) (3) of the 
Holding Company Act. 

The property plant and equipment ac- 
count of the parent company was re- 
corded at more than $5,000,000. The 
company during 1939 had generated over 
72,000,000 kilowatt hours, of which less 
than 2,000,000 were sold to the subsidiary 
for distribution. Total assets of the 
subsidiary were less than $200,000. Re 
Nekoosa-Edwards Paper Co. (File No, 
31-491, Release No. 2389). 


e 


Complaint Not Required for Investigation at 
Expense of Utility 


HE right of the Pennsylvania com- 

mission to investigate records and 
accounts of a public utility company and 
to charge the expense of the investigation 
to the company was sustained by the 
court of common pleas of Dauphin coun- 
ty, Pennsylvania, where the company 
made the contention that the commission 
could investigate only upon complaint, 
The decision was in a suit to recover 
amounts paid to the commission under 
protest. 


The Pennsylvania statute provides that 
the commission may assess expenses 
against a public utility company “when- 
ever the commission, in a proceeding 
upon its own motion on complaint,” shall 
deem it necessary to investigate. The 
court said that from the punctuation as 
appearing in the statute it was properly 


construed that the commission could not 
proceed upon its own motion without first 
having had a complaint. The adoption of 
the company’s contention would proceed 
from the punctuation as appearing in the 
act. On the other hand, however, the 
court cited authority for the rule that the 
marks of punctuation, added subsequent- 
ly by aclerk or a compositor, are not con- 
clusive in the construction of a statute. 
It was said that to construe the phrase in 
question as contended by the company 
would make the words “upon its own mo- 
tion” nugatory and meaningless. The 
court continued : 

Weare inclined to agree with the common- 
wealth that the trouble has arisen with 
erroneous punctuation. Proper punctuation 
would have placed a comma after proceed- 


ing and another comma after motion. We 
may not assume that the legislature intended 
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the words upon its own motion to be mean- 
ingless. 

Considering the whole act, viz.: its pur- 
poses, powers, and duties, the broad powers 
of the commission, we are of the opinion that 
the legislature did not intend by § 1201 (b) 
to limit the commission in proceeding upon 


its own motion on a complaint, but that x 
intended the commission to proceed on its 
own motion, or on complaint, or upon appli- 
cation to it. 


Overbrook Steam Heat Co. v. Common. 
wealth of Pennsylvania. 


e 


Trucking Rates Not Applicable to Shipments 
For Governmental Authority 


HE Colorado commission ordered 
that rates and charges previously 
established for motor carriers should not 
apply to transportation service rendered 
for the United States, the state or any 
political subdivision thereof, or any mu- 
nicipality. The commission declined to 
make a judicial ruling on the question 
whether an early statute permitting dis- 
crimination in favor of such shippers had 
been repealed, stating: 
The question arises whether or not the 
later act repealed the former. If it is re- 
pealed, then no statutory authority exists for 


the granting of free or reduced rates to the 
government or subdivisions thereof. 


We believe the question of whether the 
former statute authorizing free or reduced 
rates to the United States government and 
state governments, and subdivisions thereof, 
was repealed by the later act is very ques. 
tionable. No direct language repealing the 
former act is found. In any event, we do not 
believe that it is incumbent upon an admin- 
istrative body to pass upon this question 
where some doubt exists and only a legal 
question is involved. In our opinion, the bet- 
ter practice would be to determine that the 
old statute is still in force and effect until 
such time as some court of record has held 
to the contrary. 


Re Freight Rates of Common and Pri- 
vate Motor Vehicle Carriers (Decision 
No. 16192, Case No. 1585). 


= 


Other Important Rulings 


__ supreme court of Oklahoma, in 
vacating a commission order which 
denied an application for authority to 
discontinue a regular full-time station 
agent, held that the facilities to be furn- 
ished at a station need only be adequate 
to the requirement of such station, and 
should be in a measure commensurate 
with the patronage and receipts from 
that portion of the public to whom the 
service is rendered. Lowden et al. v. 
State, 106 P(2d) 801. 


The supreme court of Michigan has 
held that a municipality may not exclude 
a motor bus company from use of its 
streets by arbitrary designation of a 
passenger route so unreasonable as to 
preclude proper use, although it may ex- 


ercise reasonable control over traffic use 
of its streets to avoid dangerous conges- 
tion. The court also said that it may void 
such arbitrary or unreasonable designa- 
tion of a route, but it may not assume 
power to designate another route in lieu 
thereof. Lincoln Park Coach Co. v. City 
of Detroit, 294 NW 149. 


The Texas Court of Civil Appeals held 
that where a statute provided that no per- 
mit should be granted until after a hear- 
ing, an order of the commission modify- 
ing the permit of a contract carrier so as 
to allow him to add another customer 
was void in the absence of an opportunity 
to the carrier’s competitors to be heard. 
s 4 et al, v. English et al. 143 SW (2d) 
1017. 





Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE UNITED LIGHT & POWER CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re United Light & Power Company 


[File 70-125, Release No. 2348.] 


Intercorporate relations, § 18.1 — Holding companies — Security acquisition — 
Detriment to stockholders. 


1. Acquisition by a registered holding company of outstanding debentures 
and preferred stocks of subsidiaries should not be approved, at least pend- 
ing a determination of the treatment to be accorded present preferred stock- 
holders in a proposed recapitalization, when the cash for acquisition of secu- 
rities has accumulated because of its failure to pay preferred stock divi- 
dends, but the company should first give thought to improving the position 
of the preferred stockholders rather than using such cash for investment 
in the securities of subsidiaries, p. 68. 


Intercorporate relations, § 18.1 — Holding companies — Security acquisition — 
Complication of corporate structure. 

2. The Commission cannot, under the requirements of § 10(b) (3) of the 
Holding Company Act, 15 USCA § 79j (b) (3), approve the acquisition 
of securities by a registered holding company if such acquisition will un- 
duly complicate the capital structure of the holding company system; and 
under § 10(c) (1) no such acquisition can be approved if it is detrimental to 
the carrying out of the provisions of § 11, p. 69. 


Intercorporate relations, § 18.1 — Holding companies — Security acquisition. 
3. Acquisition by a registered holding company of its own outstanding 
debentures with funds accumulated because of its failure to make dividend 
payments on preferred stock is not subject to the objection of detriment to 
stockholders as in the case of acquiring securities of subsidiaries, since it 
would result in a reduction of fixed charges and an improvement in the posi- 
tion of all stockholders, p. 70. 


Intercorporate relations, § 18.1 — Holding companies — Security acquisition — 
Notice to security holders. 


4. A registered holding company which is authorized to acquire its out- 
standing debentures, selling at a market price considerably below face 
amount, should be required, for the protection of investors in these deben- 
tures, to give to holders appropriate notice of an opportunity to tender, ac- 
companied by adequate information concerning the financial condition of 
the company, p. 70. 


[October 23, 1940.] 


Ae by registered holding company for approval of 

the acquisition of outstanding securities of its own and of 

subsidiary companies; acquisition of subsidiary securities dts- 

approved and acquisition of company’s own securities approved 
subject to condition as to notice. 
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APPEARANCES: Louis F. Davis, of 
the Public Utilities Division, for the 
Commission; R. A. Olson, of Chi- 
cago, Illinois, for the United Light 
and Power Company. 


By the Commission: The United 
Light and Power Company (herein- 
after called “United”), a registered 
holding company, has filed an applica- 
tion pursuant to §§ 10 (a) (1) and 
12 (c) of the act, 15 USCA 8§ 79} 
(a) (1), 791 (c), and the rules there- 
under, for the approval of the acqui- 
sition from time to time prior to Jan- 
uary 1, 1941, at an aggregate cost not 
to exceed $1,000,000, of its own out- 
standing debentures and the outstand- 
ing debentures and preferred stocks of 
two of its subsidiary registered hold- 
ing companies, the United Light and 
Railways Company (hereinafter called 
Railways) and Continental Gas & 
Electric Corporation (hereinafter 
called Continental). United proposes 
to acquire such securities by private 
purchase or by open market purchases, 
or by both such methods. 

On April 12, 1940, we permitted the 
United Light and Power Company? 
to expend the sum of $505,175.37 to 
acquire its own outstanding deben- 
tures for retirement, under which au- 
thorization a principal amount of 
$592,000 was acquired. This authori- 
zation was granted subsequent to the 
acquisition during 1940 by applicant 
of its own outstanding debentures in 
the principal amount of $198,000 at a 
cost of $157,400 and the acquisition 
of $185,800 of Railways’ outstanding 
debentures and preferred stocks at a 
cost of $166,991; all of these acquisi- 


tions had been made pursuant to oy 
Rule U-9C-3 (14) as amended Jan. 
uary 20, 1940 (which rule was subse. 
quently amended). The combined ac. 
quisitions made pursuant to our order 
of April 12, 1940, and under the ex. 
emption in that rule, up to July 31, 
1940, aggregated a face amount of 
$975,800 in such securities at a cost 
of $829,566. 

Our present Rule U-12C-1 (b) 
(5) permits a registered holding com- 
pany to purchase during a calendar 
year up to 1 per cent of each class of 
its own evidences of indebtedness out- 
standing at the end of the prior cal- 
endar year without the necessity of 
filing an application. Under that rule 
United was permitted to purchase 
$198,679 of its debentures during 
1940. Hence the exemption now per- 
mitted under the present Rule U- 
12C-1 (b) (5) has been exhausted by 
United’s purchases to date. Our pres- 
ent Rule U-9C-3 (14) permits a reg- 
istered holding company to purchase 
during a calendar year up to 1 per cent 
of each class of securities of its sub- 
sidiaries outstanding at the end of the 
prior calendar year, without the neces- 
sity of filing an application. 

However, in our findings and opin- 
ion in the previous case * we pointed 
out that the use of Rule U-9C-3 (14) 
to the applicant for the balance of 
1940 would not be available for the 
purchase either of its own or of its 
subsidiaries’ securities since approval 
was being given to purchase appli- 
cant’s own outstanding debentures to 
an extent greater than permitted by 
the rule. 





1In Re United Light & P. Co. File No, 
—— Holding Company Act Release No. 
2015. 
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Since this application purports to 
supplement the investment program 
proposed by the original application 
fled on January 30, 1940 (File 46- 
202), we must consider this applica- 
tion as part of a broad program an- 
nounced in the former application, at 
which time United proposed to expend 
$2,000,000 for its own outstanding se- 
curities and those of Railways and 
Continental. To avoid consideration 
of the questions presented, United 
chose to amend its application of Jan- 
uary 20, 1940, in a manner which in 
effect limited its intended purchases to 
its own debentures for the balance of 
cash then available ($505,175) from 
the sale of certain assets.? Since the 
company has now chosen to proceed 
again with an investment program sub- 
stantially similar to the application as 
originally filed in January, 1940, we 
are compelled to examine both appli- 
cations (Files 46-202 and 70-125) as 
though they were one and to scrutinize 
the various aspects of such a program 
in the light of the financial condition 
of the applicant and the relative status 
of United under the permissive limita- 
tions of our current rules. 

Pursuant to appropriate notice a 
public hearing was held ; the Commis- 
sion having considered the record in 
this matter now makes the following 
findings : 

The United Light and Power Com- 
pany owns 100 per cent of the voting 
stock of the United Light and Rail- 
ways Company, which in turn owns 
approximately 99.6 per cent of the 





3 The securities and accounts of Chattanooga 
Gas Company and Fayetteville Natural Gas 
Company, two subsidiaries of United, were sold 
on january 23, 1940. The proceeds of the 
sale of such securities and accounts, after de- 
ducting the commission payable in connection 
therewith, were $829,604.89. 


voting stock of Continental Gas and 
Electric Corporation. The operations 
of the United System are carried on 
in Illinois, Indiana, Iowa, Kansas, 
Michigan, Minnesota, Missouri, Ne- 
braska, Ohio, Oklahoma, South Da- 
kota, Texas, West Virginia, and Wis- 
consin. 

The following table sets forth the 
various securities for the acquisition 
of which United seeks authority to 
expend amounts not exceeding $1,000,- 
000: 


Amount Outstand- 
ing Exclusive of 
Securities Held 
in System As of 
Issuer and Description July 31, 1940 
The United Light and Power 
Company: 
United Light and Railways 
Company (Maine), 6% de- 
benture bonds, Series A, due 
January 1, 1973 
Debentures, Series of 1924, 
63%, due May 1, 1974 .... 
Debentures, 6% Series of 1925, 
due November 1, 1975 .... 


The United Light and Railways 

Company: 
Series of 1927, 54% deben- 
tures, due August 1, 1952.. 
Prior Preferred Stock, Cumu- 

lative, $100 par value: 
7%, 1st series—38,378 shs. 
6.36% Series of 1925 

—52,854 shs. 

6% Series of 1928 
—100,515 shs. 


Continental Gas & Electric 
Corporation: 

Debentures, 5%, Series “A,” 
due 2-1-58 
Prior preference stock, 7% 
cumulative, $100 par value— 

114,976 shs. 


$2,578,000 
5,534,000 
10,965,900 


23,842,000 


3,837,800 
5,285,400 
10,051,500 


49,894,500 


11,497,600 
$123,486,700 


Purpose of Expenditure 


Applicant states that its estimates of 
cash receipts and disbursements show 
that the company has available funds 
and readily marketable securities 
in excess of its needs for interest and 
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other requirements during the remain- 
der of the year 1940 in amounts which 
substantially exceed the $1,000,000 
proposed to be expended for the pro- 
posed acquisition of securities. Ap- 
plicant further states that the excess 
funds so available earned no substan- 
tial income and that the purchase of 
securities as proposed will afford a sub- 
stantial return since such securities 
carry relatively high interest and divi- 
dend rates and current market prices 
afford an opportunity to acquire such 
securities at substantially less than the 
par values or principal amount. 


Market Prices of Securities Proposed 
to Be Acquired 


The market prices of the securities 
proposed to be acquired have fluctu- 
ated within a rather wide range within 
the past several years and currently are 
selling well below par, as is indicated in 
the summary table shown below here- 
with: 


1940 
1937 t0 1939 To Aug. 19 


High Low High Low 


United 


6’s due 1973 de- 
893 52 89 


53 91 
47 892 73 


723 


Railways 
53’s due 1952 de- 
bentures 
7% Preferred 


Continental 
5’s due 1958 deben- 
tures 
7% Prior pre- 
ferred stock ... 
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Financial Position of the Applican; 


United’s corporate assets consist al. 
most entirely of investments in and ad. 
vances to subsidiary companies which 
at April 30, 1940, were carried x 
$111,176,120, and current assets 0; 
$5,672,107, of which $3,742,143 wa 
in cash. Against these assets there 
were outstanding the following secu. 
rities : 

% of 

Amounts Total 

Funded Debt $36,777,500 332 
Preferred Stock $6 

Cumulative, no par value 60,000,000 542 
Common Stock, no par 

value, 


Class A, non- 
voting .... $9,684,768 


. 4,222,304 13,907,072 126 
$110,684,572 1000 
As of June 30, 1940, preferred 


stock dividends were in arrears in the 
aggregate amount of $30,000,000. 
[1] While no preferred stock divi- 
dends have been paid since April |, 
1932, United has had _ substantial 
earnings, after meeting fixed charges, 
both on a corporate basis and on a cor- 
solidated basis. With the exception 
of the amount realized from the sale 
of the Chattanooga Gas Company and 
Fayetteville Natural Gas Company, it 
is apparent that the company’s cash 
has accumulated because of its fail- 
ure to make any dividend payments on 
its preferred stock. During the period 
1932 to 1939, inclusive, aggregate net 
income applicable to the preferred 
stock on a corporate basis has been 
approximately $10,000,000 and on a 
consolidated basis approximately $26; 








#Estimates of cash which will be available 
on December 31, 1940, assuming the expendi- 
ture of $1,000,000 as requested in this applica- 
tion’ indicate that United will have available 
$5,951,210 in cash. 
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000,000. During the period preferred 
dividend requirements aggregated 
$28,800,000. The company paid out 
only $900,000 in dividends in 1932 
and discontinued payments since April 
1 of that year. For the year ended 
December 31, 1939, net income availa- 
ble for the $6 preferred stock on a cor- 
porate basis was $2,242,432, or equiva- 
lent to about $4 per share, and on a 
consolidated basis, $4,598,654 or equal 
to about $7.67 per share of preferred 
stock. In view of this earnings rec- 
ord, it appears to us that United should 
now give first thought to improving the 
position of the preferred stockholders 
rather than using such cash for invest- 
ment in the securities of its subsidi- 
aries. 

United has recently filed with this 
Commission a “plan of recapitaliza- 
tion and simplification.”® United 
does not presently contemplate under 
the proposed plan of recapitalization 
the distribution of any cash in pay- 
ment of preferred stock dividend ar- 
rearages or otherwise. 


It appears, however, that many of 
the problems raised by this application 
are necessarily dependent upon the final 
form of the Recapitalization Plan. 

Under normal circumstances a pro- 
gram looking toward the reduction of 
publicly held system senior securities 
might seem to be desirable. But under 
the circumstances in this case, we are 
of the opinion that, at least pending a 
determination of the treatment to be 
accorded the present preferred stock- 
holders in the proposed recapitaliza- 
tion, the company should not employ 
cash which has accumulated because 
of the failure to pay preferred stock 


5File No. 54-25; filed July 24, 1940 and 
amended October 19, 1940. 





dividends for the acquisition of secu- 
rities of its subsidiaries. Such a pro- 
gram might well have the effect of 
further depressing the market prices 
of the preferred stock (the price range 
in 1940, to October 16th has been be- 
tween 39 and 163) because it utilizes 
cash which in the future may be avail- 
able for preferred stock dividends. 
The situation here is particularly ag- 
gravated because the preferred stock- 
holders have no voting power even with 
the present heavy dividend arrearages 
and the decision of the company in this 
instance to invest in the securities of 
its subsidiaries was made by directors 
who were elected not by the preferred 
stockholders but solely by the common 
stockholders. 

[2] The proposed expenditure of 
cash to purchase securities of subsidi- 
ary companies might not only be incon- 
sistent with the interests of preferred 
stockholders but would create an addi- 
tional complication in the corporate 
structure of the United Light and 
Power holding company system. Un- 
der the requirements of § 10 (b) (3), 
15 USCA § 79j (b) (3), the Com- 
mission cannot approve the acquisition 
of securities if such acquisition will un- 
duly complicate the capital structure 
of the holding company system, and 
under § 10 (c) (1) supra, no such ac- 
quisition can be approved if it is detri- 
mental to the carrying out of the pro- 
visions of § 11. It is unnecessary to 
consider at this time the precise extent 
to which the United Light and Power 
Company can be permitted to retain its 
present holdings under the require- 
ments of § 11 (b) (1), and the extent 
to which the corporate simplification 
requirements of § 11 (b) (2), 15 US 
CA § 79k, may necessitate action by 
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the company. In any event, it is evi- 
dent that any increase in investment 
by the United Light and Power Com- 
pany in these subholding companies 
would tend further to complicate the 
system’s corporate structure (in viola- 
tion of § 10 (b) (3), supra), and ac- 
cordingly would be detrimental to car- 
rying out the requirements of § 11 and 
hence inconsistent with the standards 
of §10 (c) (1). We therefore find it 
necessary to disapprove the application 
in so far as it requests authority to ac- 
quire securities of subsidiary compa- 
nies. 

[3] With respect to the proposed 
acquisition of its own debentures, a 
somewhat different question is pre- 
sented. Acquisition of these deben- 
tures, while it will make the funds used 
unavailable for the payment of pre- 
ferred dividend arrearages, should re- 
sult in a reduction of fixed charges and 
an improvement in the position of all 
stockholders. 

Under the circumstances we are of 
the opinion that the proposed acquisi- 
tion of its own debentures, at a cost 
of not to exceed $1,000,000, is not 
inconsistent with the interests of the 
company’s security holders and com- 
plies with the various requirements of 
§ 10. 

[4] However, in view of the fact 


that the debentures of the United Light 
and Power Company are selling at a 
market price considerably below their 
face amount, it is necessary that every 
step possible be taken to safeguard the 
interests of those security holders 
from whom the company proposes to 
purchase debentures. Accordingly, 
for the protection of the investors in 
these debentures we find it appropri- 
ate that debentures be purchased only 
after an opportunity for tenders by al 
of the outstanding debenture holders, 
and that appropriate notice be given to 
such holders by the company of such 
opportunity to tender accompanied by 
adequate information concerning the 
financial condition of the company. In 
addition to the usual conditions in 
cases of this character, our order will 
therefore contain conditions for the 
foregoing purposes. 

An appropriate order will issue de- 
nying the application to purchase the 
obligations of subsidiaries and grant- 
ing the application to purchase its own 
obligations, subject to the conditions 
hereinbefore referred to and more ful- 
ly set forth in said order. 


By the Commission, Commission- 
ers Henderson and Eicher being ab- 
sent and not participating. 





© Under § 10(e) of the act the Commission 
is authorized, when approving any acquisition 
of securities, to prescribe such terms and con- 


ditions as the Commission may find necessary 
or appropriate in the public interest or for 
the protection of investors or consumers. 
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ARKANSAS LOUISIANA GAS CO. v. FEDERAL POWER COMMISSION 


UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


Arkansas Louisiana Gas Company 


Vv. 
Federal Power Commission et al. 


[No. 9329.] 
(113 F(2d) 281.) 


Certificates of convenience and necessity, § 104 — Gas line — Public need — 


Evidence — Natural gas. 


1. Evidence that the proposed construction and operation of a natural gas 
pipe line will serve communities not now adequately served is sufficient to 
support the Federal Power Commission’s finding and order that the present 
and future public convenience and necessity require the construction, and to 
warrant the issuance of a certificate, p. 73. 


Certificates of convenience and necessity, § 5.1 — Commission powers — Im- 


position of conditions. 


2. The Federal Power Commission can impose reasonable conditions upon 
the granting of a certificate authorizing the construction and operation of 
a natural gas pipe line, and the imposition of such conditions does not im- 


pair the certificate, p. 74. 


Appeal and review, § 80 — Parties — Imposition of conditions. 
3. One petitioning for a review and reversal of an order of the Federal 
Power Commission authorizing the construction and operation of a natural 
gas pipe line by another is aggrieved by the granting of the certificate rather 
than the conditions imposed therein, and, therefore, cannot complain of the 


conditions, p. 74. 


[July 6, 1940.] 


| sgpartclaree for review of order authorizing construction and 
operation of natural gas pipe line; denied. 


* 


APPEARANCES: William C. Fitz- 
hugh and H. C. Walker, Jr., both of 
Shreveport, La., for petitioner; Wil- 
liam S. Youngerman, Jr., General 
Counsel, Federal Power Commission, 
David W. Robinson, Jr., General 
Counsel, Federal Power Commission, 
and Richard J. Connor, Attorney, Fed- 
eral Power Commission, all of Wash- 
ington, D. C., for respondent Federal 
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Power Commission; W. A. Delaney, 
Jr., and Vernon Roberts, both of Ada, 
Okla., and W. T. Anglin, of Holden- 
ville, Okla., for respondent Louisiana- 
Nevada Transit Co. 

Before Foster, Hutcheson, 
Holmes, Circuit Judges. 


and 


Hutcueson, C. J.: Applying un- 
der § 19 (b) of the Natural Gas Act, 
36 PUR(NS) 





UNITED STATES CIRCUIT COURT OF APPEALS 


15 USCA § 717r (b),! as a party 
aggrieved by an order of the Federal 
Power Commission, petitioner seeks 
to review and reverse that order. The 
order complained of is one granting 
Louisiana Nevada Transit Company 
a certificate of public convenience and 
necessity, under § 7 (c)* of the Natu- 
ral Gas Act, 15 USCA § 717€ (c), to 
construct and maintain a gas pipe line 
from Cotton valley field in Webster 
parish, Louisiana, to Okay, Okla- 
homa. 

The complaint in general is that the 
finding of the Commission as to the 
facts is not supported by substantial 
evidence, and therefore the order based 
on the finding may not stand. In par- 
ticular, the complaint is that the only 
real facts shown in support of the ap- 
plication were that the applicant and 
the Ideal cement plant at Okay want- 
ed applicant to build the line in to 
serve the industrial enterprise; that 


the public interest or necessity was not 
served by the granting of the permit 
but on the contrary was disserved, 
That the permit was for construction 
into a territory and to plants of cus. 
tomers, already adequately served by 
petitioner, and the only result of the 
extension would be loss of revenue to 
petitioner which must be made up by 
raising the cost of the service to gas 
consumers generally. And this with 
out benefit to anyone, except the ap- 
plicant, since plaintiff could and would 
institute rates as low as those stipu- 
lated for in the granted permit. 

In addition, there was an attack up- 
on the permit on the ground that, cor- 
taining conditions as to rates, etc, 
which, since the construction was to 
serve an industrial consumer, and not 
for the sale of gas for resale, it was 
beyond the power of the Commission 
to impose, they made the certificate 
void and of no force. The Commis- 





1“Any party to a proceeding under this 
chapter aggrieved by an order issued by the 
Commission in such proceeding may obtain 
a review of such order in the circuit court 
of appeals of the United States a writ- 
ten petition praying that the order of the Com- 
mission be modified or set aside in whole or 
inopart. . . Upon the filing of such tran- 
script such court shall have exclusive juris- 
diction to affirm, modify, or set aside such 
order in whole or in part. The finding 
of the Commission as to the facts, if supported 
by substantial evidence, shall be conclusive. 
é The judgment and decree of the court, 
affirming, modifying or setting aside, in whole 
or in part, any such order of the Commission, 
shall be final, subject to review by the Su- 
preme Court of the United States upon cer- 
tiorari or certification as provided in §§ 346 
and 347 of Title 28, as amended.” 

2“No natural gas company shall undertake 
the construction or extension of any facilities 
for the transportation of natural gas to a 
market in which natural gas is already being 
served by another natural gas company, or 
acquire or operate any such facilities or ex- 
tensions thereof, or engage in transportation 
by means of any new or additional facilities, 
or sell natural gas in any such market, unless 
and until there shall first have been obtained 
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from the Commission a certificate that the 
present or future public convenience and ne- 
cessity require or will require such new con- 
struction or operation of any such facilities or 
extensions thereof: Provided, however, that 
a natural gas company already serving a mar- 
ket may enlarge or extend its facilities for 
the purpose of supplying increased market de- 
mands in the territory in which it operates. 
Whenever any natural gas company shall 
make application for a certificate of conven- 
ience and necessity under the provisions of 
this subsection, the Commission shall set the 
matter for hearing and shall give such rea- 
sonable notice of the hearing thereon to all 
interested persons as in its judgment may be 
necessary under rules and regulations to be 
prescribed by the Commission. In passing on 
applications for certificates of convenience and 
necessity, the Commission shall give due con- 
sideration to the applicant’s ability to render 
and maintain adequate service at rates lower 
than those prevailing in the territory to be 
served, it being the intention of Congress that 
natural gas shall be sold in interstate com- 
merce for resale for ultimate public consump- 
tion. for domestic, commercial, industrial, ot 
any other use at the lowest possible reasonable 
rate consistent with the maintenance of ade- 
quate service in the public interest.” 
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sion and the applicant strongly op- 
pose these contentions. They insist 
that the findings of public convenience 
and necessity are abundantly supported 
by evidence. 

Here, the force of the arguments 
is directed to the intent and purport 
of §7 (c), supra, prohibiting “the con- 
struction or extension of any facilities 
for the transportation of natural gas 
to a market in which natural gas is 
already being served by another natu- 
ral gas company,” and particularly to 
the meaning the statute attaches to the 
certificate of the Commission, made a 
requisite for such construction, “that 
the present or future public conven- 
ience and necessity require or will re- 
quire such new construction or opera- 


tion of any such facilities or extensions © 


thereof.” 

Urging that the mischief aimed at is 
useless and costly duplication of serv- 
ice, the remedy, the protection of es- 
tablished lines against unnecessary and 
wasteful competition, while authoriz- 
ing construction or extension where 
there is a real public need, petitioner 
insists that the words “‘the present or 
future public convenience and neces- 
sity’ have a definitely established 
meaning under which the Commission 
is not authorized to grant permits un- 
less public, as opposed to private, con- 
veninece and necessity is clearly 
shown. 


Applicant and the Commission as- 
sert that in conditioning construction 


and extensions on obtaining certificates 
from the Commission, Congress grant- 
ed the Commission wide discretionary 
powers, in determining whether such 
certificates should issue ; that except as 
the act requires the Commission to give 
due consideration to the applicant's 
ability to render and maintain ade- 
quate service at rates lower than those 
prevailing in the territory to be served, 
Congress left it to the discretion of 
the Commission to say whether condi- 
tions required the granting of the cer- 
tificate; and that this discretion may 
not be interfered with except upon a 
clear showing of its abuse. 

In support of its view that public 
convenience and necessity have ac- 
quired a definite and clearly estab- 
lished meaning and that the grant of 
power to the Commission is in terms 
which clearly and precisely define that 
power, petitioner cites many cases to 
the effect that public convenience and 
necessity contemplates a definite pub- 
lic demand, or as some put it, a strong 
and urgent public need. And it par- 
ticularly relies on the dissenting opin- 
ion and the cases it cites, In Re Louisi- 
ana Nevada Transit Co. (1939) 32 
PUR(NS) 219, and the opinion of 
the Pulaski circuit court in the same 
matter on review of the order of the 
Commission. 

[1] On their side, the applicant, 
Louisiana Nevada Company and the 
Commission, in support of their posi- 
tion that the powers delegated to it 





3 Re Bell Coal & Nav. Co. (1937) 223 Inters 
Com Rep 433; Re Atlanta & St. Andrews 
Bay R. Co. (1922) 71 Inters Com Rep 784; 
Wisconsin Teleph. Co. v. Railroad Commis- 
sion, 162 Wis 383, PUR1916D, 212, 156 NW 
614, LRAI916E 748; Russell v. Calhoun 
(1937) 51 Wyo 448, 20 PUR(NS) 505, 68 
P(2d) 591; A & T Motor Freight v. Public 
Utilities Commission (1932) 125 Ohio St 617, 


184 NE 11; Chicago, R. I. & P. R. Co. v. 
State (1927) 126 Okla 48, PUR1928A 255, 
258 Pac 874; Canton-East Liverpool Coach 
Co. v. Public Utilities Commission (1930) 123 
Ohio St 127, PUR1931C 196, 174 NE 244; 
Atchison, T. & S. F. R. Co. v. Public Service 
Commission (1930) 130 Kan 777, 288 Pac 755; 
Wisconsin Teleph Co. v. Railroad Commission, 
supra. 
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are very broad and the action of the 
Commission will not be interfered with 
except in clear cases of arbitrary or 
ill-considered action, cite many cases.* 
And in answer to petitioner’s conten- 
tion that the conditions imposed on the 
certificate were beyond the power of 
the Commissioner to impose and ren- 
der the certificate void, they cite: Day 
v. Public Service Commission (1933) 
107 Pa Super Ct 461, 1 PUR(NS) 
109, 164 Atl 65; Public Utility 
Comrs. v. Sheldon, 95 NJ Eq 408, 
PUR1924D 857, 124 Atl 65. We do 
not find it necessary to go into or de- 
termine who has the right of it in the 
refinements each makes, on the one 
hand, upon the limitations on the Com- 
mission’s powers imposed by the use 
of the words “public convenience and 
necessity”; on the other hand upon 
the broad grant of powers the words 
import. For, we think it plain that 


taken in the most limited meaning, ac- 
corded to them by petitioner, the evi- 
dence is sufficient to support the find- 
ing and order that, the present and 
future public convenience and neces- 
sity require the construction in ques- 
tion. 


We need not, we do not, determine 
that if the construction was intended, 
as petitioner claims, only to serve and 
only serve one or two industrial 
plants, already served by petitioner, 
the Commission would be justified on 
that alone, in finding the existence of 
public convenience and necessity. For, 


the evidence shows that the construc. 
tion will serve communities not now 
adequately served, and it is for the 
Commission and not for us to say, 
upon the evidence in the record, wheth- 
er that service will meet the present 
and future convenienc and necessities 
of the public of that section. 

[2, 3] Neither do we find it neces- 
sary to determine whether, if it were 
an established fact that the effect of the 
extensions would be as_ petitioner 
claims to raise the cost of its services 
to consumers generally, this would re- 
quire a refusal of the certificate. For 
the supposed raising of the rates for 
that service, are on this record, more 
matters of assumption than of proof, 
and the evidence on the point certainly 
left it open to the Commission to say 
whether the claim that this would be 
the necessary result of the permitted 
new construction, was made out. Fi- 
nally, we find nothing in the statute 
which prevents the Commission from 
imposing in the interest of the public 
to be served by the construction, rea- 
sonable conditions upon the granting 
of a certificate of convenience and 
necessity, and we cannot agree with 
petitioner that their imposition in any 
manner effects or impairs the certifi- 
cate. 

But, if we could abstractly agree. 
this would not avail petitioner, for it 
is aggrieved, not by the imposed con- 
ditions, but by the granting of the 





4 Union Codp. Teleph. Co. v. Public Service 
Commission (1931) 206 Wis 160, PUR1932B 
269, 239 NW 409; Kansas Gas & E. Co. v. 
Public Service Commission, 122 Kan 462, 
PURI1927A 562, 251 Pac 1097; Federal Com- 
munications Commission v. Pottsville Broad- 
casting Co. (1940) 309 US 134, 84 L ed_ 656, 
33 PUR(NS) 75, 60 S Ct 437; Federal Com- 
munications Commission v. Sanders Bros. Ra- 
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dio Station (1940) 309 US 470, 84 L ed 869, 
33 PUR(NS) 135, 60 S Ct 693; San Diego & 
C. Ferry Co. v. Railroad Commission, 210 Cal 
504, PURI930E 464, 292 Pac 640; Wichita 
Gas Co. v. Public Service Commission, 132 
Kan 459, PUR1931B 442, 295 Pac 668; Wa- 
bash, C. "& W. R. Co. v. ‘Gommerce Commis- 
sion ex rel. Jefferson S. W. ‘o. (1923) 
309 Ill 412, PUR1924A 548, at NE ‘2 
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rmit and under the statute, it may posed, this is for the applicant to com- 
complain here only of an order by plain of and obtain relief against, not 
which it is aggrieved. for the petitioner. The petition is not 

If the petitioner is right that the meritorious. It is denied. The order 
conditions may not lawfully be im- of the Commision is affirmed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Public Utility Commission 


St. Marys Water Company 


[Complaint Docket No. 11419.] 


Depreciation, § 26 — Basis — Present physical deterioration. 
1. A water company’s estimate of annual depreciation is erroneous where 
it is based on present physical deterioration as it may be affected not only 
by normal but also by delayed maintenance, together with the amount of 
the abandonments or retirements to which annual depreciation of the present 
plant is not related, p. 79. 

Valuation, § 103 — Accrued depreciation — Physical deterioration — Restoration 

cost. 

2. A water company’s estimate of accrued depreciation shown with respect 
to physical property only as representing irreparable present physical de- 
terioration plus expenditures necessary to restore 100 per cent efficiency, 
expanded proportionately to obtain the corresponding amount with respect 
to all depreciable property, including depreciable overheads, is erroneous, 
p. 79. 

Depreciation, § 82 — Annual estimate — Water utility. 
3. An estimate of 1.87 per cent of the fair value of a water company’s prop- 
erty was allowed as annual depreciation for rate-making purposes, p. 80. 

Valuation, § 290 — Cash working capital — Balance on hand. 
4. A water company’s estimate of cash working capital constituting the net 
balances of cash on hand, accounts receivable and unbilled water service, off- 
set by accounts payable, is irrelevant for rate-making purposes, since it only 
reflects whatever choice the company may have with respect to its cash posi- 
tion, accounts receivable, and accounts payable, without regard to actual 
requirements, p. 80. 

Expenses, § 31 — Amortization of flood expense. 
5. A water company’s extraordinary expenses due to flood were allowed to 
be amortized over a period of ten years in fixing rates, p. 82. 

Expenses, § 49 — Pensions — Insurance plan. 
6. Pension expenses required under the pension plan adopted by a water 
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company through a life insurance company for present eligible employees 
are allowable as operating expenses for rate-making purposes, p. 82. 
Expenses, § 49 — Pensions — Necessity of plan. 


7. A water company’s pension expenses which were not incurred under a 
reasonable prearranged and regularly established pension plan are not allow- 
able as operating expenses for rate-making purposes, p. 82. 


(BucHanan, Commissioner, dissents in separate opinion.) 
[July 29, 1940.] 


| igieningaeeee to determine lawfulness and reasonableness of 
water company’s rates; order in accordance with opinion, 


By the Commission: On June 21, 
1937, the Commission instituted an 
inquiry and investigation upon its own 
motion to determine whether the rates 
and charges of St. Marys Water Com- 
pany are unjust and unreasonable and 
produce an excessive rate of return. 

Respondent’s rates in effect when 
the proceeding was instituted were 
those in its Tariff Pa. PUC No. 5, 
which had become effective April 1, 
1927. Effective January 1, 1938, 
those rates were changed by respond- 
ent from the service charge form to a 
minimum charge form of metered 
rates; and these rates are the ones in 
respondent’s present Tariff Pa. PUC 
No. 6, which has been in effect since 
that date. The change in rates did 
not result in increased charges for 
service to any consumer, and respond- 
ent estimated that the revenue during 
the year ended August 31, 1937, would 
have been about $956 less if the pres- 
ent rates had been in effect. 

Hearings were held in the instant 
proceeding on five different occasions. 
The initial hearing, held October 21, 
1937, was followed by further hear- 
ings on May 5 and 6, 1938, December 
14, 1938, and June 8 and 9, 1939, and 
the final hearing on June 20, 1939. 
Respondent notified the Commission 
36 PUR(NS) 


¥ 


by letter dated July 20, 1939, that it 
desired the case be considered on the 
record without the filing of a brief. 

St. Marys Water Company, re- 
spondent, was incorporated under the 
laws of Pennsylvania on July 12, 1889, 
for the purpose of supplying water to 
the public in St. Marys borough, Elk 
county. The company furnishes pub- 
lic water supply service in St. Marys 
and a part of Benzinger township 
adjacent to the borough. The popula- 
tion of the borough was 4,294 in 1900, 
6,346 in 1910, 6,967 in 1920, 7,433 in 
1930, and is now about 7,600. 

The primary sources of water sup- 
ply are (1) Silver creek, (2) Laurel 
run, and (3) Wolf Lick run. Water 
is pumped from these sources to two 
storage and distribution reservoirs ad- 
jacent to the borough. During periods 
of drought, water is pumped from 
drilled wells adjoining these pump 
stations and delivered to the reservoirs. 
The Luhring Pines development pro- 
vides a secondary supply of water 
from drilled wells only and is operat- 
ed during extreme dry periods. The 
water is unfiltered, although subject- 
ed to chlorination. Currently the com- 
pany provides metered water supply 
service to about 1,740 consumers and 
also furnishes public and private fire 
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protection service. Transmission and 
distribution mains consist of approx- 
imately 32.6 miles of pipe ranging 
from 1 inch to 8 inches in diameter. 

The company was directed, among 
other things, to submit to the Com- 
mission a detailed statement of original 
cost of fixed capital items now in ex- 
istence, used or useful in the public 
service, and to submit a detailed in- 
ventory of existing property showing 
for each item a description, present 
use, construction, quantities or size, 
date of construction or date of ac- 
quisition, and all other data necessary 
to a comprehensive understanding of 
the various items. 


Original Cost 


Commission Exhibit No. 12, pre- 
pared by respondent in response to a 
question submitted by the Commis- 
sion, contains respondent’s statement 
of undepreciated original cost of used 
and useful property recorded on its 
books at December 31, 1938, totaling 
$369,062.33. In addition certain es- 
timated amounts are added in the ex- 
hibit to cover costs not recorded as 
fixed capital on the books amounting 
to $29,112.98, as follows: 


Estimated additional cost of labor on 

service lines 

Preliminary and organ- 
ization expense 

Engineering, supervision 
and administrative ex- 
pense during construc- 
tion 

Interest during construc- 
tion 


$4,702.00 


$26,175.00 


Less recorded overheads, 
1890 to 1927 


1,764.02 
Estimated additional overheads .... $24,410.98 


TUNE o iiiscce asiveseessc 


This amount added to the $369,- 
062.33 is $398,175.31, which is the 
sum total of evidence prepared by re- 
spondent with respect to undepreciat- 
ed original cost at December 31, 1938. 

However, no part of the $29,112.98 
should be added for the purpose of 
determining original cost in the in- 
stant proceeding, for the reason that 
none of these items are supported by 
sufficient evidence to show that the 
water company actually experienced 
such additional costs or, if incurred, 
that they have not been included in 
the costs of fixed capital as now shown 
by the books. Of the $1,764.02 
shown as recorded overheads, $119.75 
is preliminary and organization ex- 
pense, $674.60 is cost of financing, and 
$969.67 is engineering, supervision, 
administration, and interest during 
construction. These have all been 
previously included in respondent’s 
statement of original cost as shown 
by the books. 

Commission Exhibit No. 9 was pre- 
sented as evidence, based on the Com- 
mission’s engineering study and a re- 
view of respondent’s books of original 
entry, of the undepreciated original 
cost of respondent’s property at 


December 31, 1937, of $359,524 83. 
To this amount the following 
should be added : 


$1,414.15 
168.24 
115.00 
674.60 
$2,371.99 


10 belts erroneously retired 

600 feet of 13” W. I. pipe, doubly 
retired 

Smith tapping machine, erroneously 
retired . 

Cost of financing, not previously in- 
cluded 


With this amount added, the unde- 
preciated original cost at December 31, 
1937 is $361,896.82. Respondent 
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however requested that the following 
items be added: 


$937.70 


Drilling of wells 
77315 


Building of roads ....eee e0eeeweces 
Ale Of ChE’S: ......sc0:0.0'08 ecccccccccecs 
The first two items and amounts are 
already included in Commission Ex- 
hibit No. 9. Regarding the last item 
we find no need for any adjustment. 

Commission Exhibits Nos. 7 and 8, 
presented for the record as evidence 
of respondent’s statement of fixed 
capital changes during the year 1938, 
shows additions of $6,627.71, and re- 
tirements of $1,081.33. Including 


these net additions of $5,546.38, the 
Commission’s evidence of undepreci- 
ated original cost is $367,443.20, at 
December 31, 1938, of which $345,- 
573 is depreciable property. 


Reproduction Cost 


Respondent’s Exhibit No. 1 was 
presented as its estimate of the repro- 
duction cost new of used or useful 
property as of June 30, 1936, of $710,- 
034, and the reproduction cost new 
less depreciation at the same date of 
$618,028, each of which includes $56,- 
000 for going concern value and $2,- 
830 for materials and supplies. Sub- 
sequently, respondent’s Exhibit No. 
22 was submitted as further evidence 
of the reproduction cost new of its 
property at $677,544 and the repro- 
duction cost new less accrued deprecia- 
tion of $578,720 at March 31, 1938, 
and is submitted in place of the es- 
timate in respondent’s Exhibit No. 1. 
Actually, this exhibit shows respond- 
ent’s reproduction cost of $674,500 
new and $575,676 depreciated at 
September 1, 1937, with net better- 
ments of $3,044 added, resulting in 
the foregoing amounts for reproduc- 
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tion cost at March 31, 1938, which 
include $17,731 for working capital 
and for materials and supplies, byt 
nothing for going concern value. 

The aforementioned respondent's 
Exhibit No. 22 shows that the unde. 
preciated reproduction cost of the 
physical property at September |, 
1937, is $544,453, based on a contract 
price for pipe as of November, 1937, 
of $51.80 per ton delivered in S¢, 
Marys. To be consistent, therefore, 
we adjust that estimate for the 2,262 
tons of cast iron pipe in the system, 
4 inches and larger, to the December 
31, 1938, contract base price of $42 
per ton f.o.b. Burlington, New Jersey, 
and a freight rate of $6.20 per ton 
to St. Marys, or a total of $48.20, 
The estimate of the cost of pipe is 
thereby reduced $3.60 per ton, or a 
total of $8,143. The record shows 
no retirements applicable between 
September 1 and December 31, 1937. 
Retirements in 1938, shown by Com- 
mission Exhibit No. 7 on the original 
cost basis, is $1,081.33, and is ad- 
justed to $1,878, which is the cor- 
responding reproduction cost basis. 
Thus, the $544,453 is adjusted to 
$534,432. Making allowance for con- 
tingencies, engineering, administra- 
tion, legal and taxes during construc- 
tion, interest during construction, and 
cost of financing, by the same method 
and basis used by respondent, and in- 
cluding $8,000 for organization ex- 
pense, gives a subtotal of $644,812, to 
which is also added $2,924 and $6.- 
627, representing the cost of better- 
ments from September 1 to December 
31, 1937, and the year 1938, respec- 
tively. Respondent’s estimate of the 
undepreciated reproduction cost, when 


thus adjusted, is $654,363 at Decem- 
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ber 31, 1938, of which $597,609 is 
depreciable property. This is sum- 
marized as follows: 


From Resp. Exh. No. 22—Valuation 
Summary—Total (excl. overhead) $544,453 
Less adjustments— 
on cast iron pipe 


for retirement in 1938 
10,021 


$534,432 
Less lands and rights of way 


$510,171 
15,305 


Contingencies—3% 
Lands and rights of way 


$549,737 
27,487 


$577,224 
Administration, legal, and taxes dur- 
ing construction—2% 


Engineering—5% ....+.- Selanewunaee 


$588,768 


Interest during construction—4% ... 23,551 


Cost of financing—4% 
Organization expenses 
Betterments— 
9/1/37 to 12/31/37 
year 1938 


Less— 
Lands and rights of way .. $24,2 
Cost of financing 24,4 
Organization expense 


61 


*Note: Shown in Commission’s Exhibit 
No. 7 as $1,081.33 on original cost basis, which 
is equivalent to about $1,878 on reproduction 
cost basis. 


Depreciation 


[1, 2] The only evidence by re- 
spondent regarding annual deprecia- 
tion is respondent’s Exhibit No. 24 
and oral testimony in explanation 
thereof. This presentation is based 
on respondent’s reproduction cost es- 
timate, as of September 1, 1937, of 
$674,500, of which $596,794 was re- 


spondent’s estimate for depreciable 
property only. Respondent calculat- 
ed the annual depreciation by taking 
0.9 per cent of the $596,794, which is 
$5,371, and then rounded this to $5,- 
000. The 0.9 per cent is a calculation 
which is based on respondent’s es- 
timate of the irreparable physical de- 
terioration and of the expenditures 
which would be required to restore 
the property to 100 per cent efficiency, 
both with respect to existing used or 
useful plant and property, and the 
plant and property abandoned or re- 
tired during the forty-eight years 
from the beginning of the operation 
of the company. 

Without giving detailed considera- 
tion to the manner in which respond- 
ent’s calculation of 0.9 per cent was 
determined, we find that respondent’s 
evidence with respect to annual de- 
preciation is without weight, principal- 
ly because it is primarily based on 
present physical deterioration, as it 
may be affected not only by normal 
maintenance but also by delayed main- 
tenance, together with the amount of 
the abandonments or retirements of 
respondent to date, to which annual 
depreciation of present plant is not 
related. Even if respondent’s methods 
or basis were reasonable as a showing 
as of September 1, 1937, there still 
would be no evidence in the record, 
by respondent, regarding annual de- 
preciation, as of December 31, 1938. 

Respondent’s only showing of ac- 
crued depreciation is $98,824, with 
relation to respondent’s depreciated re- 
production cost at September 1, 1937. 
This is based on respondent’s estimate 
of $86,140, shown in respondent’s Ex- 
hibit No. 22, with respect to physical 
property only, as representing irrep- 
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arable present physical deterioration 
plus expenditures necessary to restore 
100 per cent efficiency, which is ex- 
panded proportionately to obtain the 
corresponding amount with respect to 
all depreciable property, including de- 
preciable overheads. Consequently, 
respondent’s evidence with respect to 
accrued depreciation is also without 
weight for reasons similar to those 
with respect to annual depreciation. 
[3] The Commission presented of 
record Commission Exhibit No. 10 
which, together with the oral testimony 
by its engineer in support thereof, is 
the Commission’s showing regarding 
annual depreciation. The Commis- 
sion’s engineer, after field investiga- 
tion and observation of respondent’s 
plant and property and of the books 
of respondent, estimated the antici- 
pated total life of the various items of 
the used or useful plant and property 
and estimated the annual depreciation 
by the 4 per cent sinking-fund meth- 
od. Commission Exhibit No. 10 
shows $2,331.67 for annual deprecia- 
tion during total service life, with re- 
spect to the stated $359,524.83 which 
was intended to be the undepreciated 
original cost of used or useful fixed 
capital as of December 31, 1937. Sub- 
sequently, as set forth herein with re- 
spect to original cost, $2,371.99 has 
been added as an adjustment making 
the original cost, at that date, $361,- 
896.82. During 1938 there were ad- 
ditions of $6,627.71 and retirements 
of $1,081.33, making the original cost, 
as of December 31, 1938, $367,- 
443.20. The corresponding annual 
depreciation during total service life 
is $2,412.67, resulting from increas- 
es of $16 due to the adjustment and 
$76.73 due to the additions and from 
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decrease of $11.73 due to the retire. 
ments. 

On this basis with relation to the 
original cost measure of value, we 
find that the corresponding accrued 
depreciation is $80,877, which is 23,4 
per cent of the original cost of depre- 
ciable property, and that the corre- 
sponding annual depreciation during 
the remaining service life is $5,648, 
which is 1.90 per cent of $297,566 
depreciated original cost of the total 
property including $11,000 for cash 
working capital and materials and 
supplies, and is 2.13 per cent of de- 
preciated original cost of depreciable 
property only. 

Similarly, on this same basis and 
with relation to the reproduction cost 
measure of value, using 23.4 per cent 
of reproduction cost of depreciable 
property for accrued depreciation and 
2.13 per cent of depreciated reproduc- 
tion cost of depreciable property for 
annual depreciation during the re- 
maining service life, we find that the 
corresponding accrued depreciation is 
$139,841, and that the corresponding 
annual depreciation during the re- 
maining service life is $9,750, which 
is 1.85 per cent of total depreciated re- 
production cost of $525,522, which 
includes $11,000 for cash working 
capital and materials and supplies. 

Based on the foregoing, we also find 
that, for rate-making purposes, the 
allowable annual depreciation in this 
instance is 1.87 per cent of the fair 
value. 


Cash Working Capital 


[4] Respondent’s estimate of cash 
working capita! is $14,864 as shown 
by its testimony and respondent’s Ex- 
hibit No. 12, showing that on the av- 
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erage it maintained $14,864.22 avail- 
able for cash working capital during 
the 2-year period ended August 31, 
1937, being the net balances of cash 
on hand, accounts receivable, and un- 
billed water service, offset by accounts 
payable. The irrelevance of such evi- 
dence is apparent when it is pointed 
out that it reflects whatever choice re- 
spondent may have with respect to cash 
position, accounts receivable, and ac- 
counts payable, without regard to actu- 
al requirements. While this testimony 
by respondent indicates its position at 
stated periods, it does not follow that 
it is indicative of the amount of cash 
working capital actually necessary 
and adequate for the proper conduct 
of the business. 


Under Tariff Pa. P.U.C. No. 6, 
effective January 1, 1938, bills for all 
metered services are rendered quar- 
terly for service during the preceding 
three months. If payment is made 
within fifteen days from the date bill 
is rendered, a discount of 10 per cent 
is allowed on the amount of the mini- 
mum charge included in each bill. 
Thus, an operating period of three and 
one-half months probably will elapse 
from the beginning of a quarter to 
the end of the discount period, before 
receipt of payments for service. An- 
nual operating expenses, exclusive of 
depreciation and taxes, are about $27,- 
642. It follows that generally the 
three and one-half months’ operating 
expenses to be paid as incurred ap- 
proximate $8,060. We shall allow 
$8,100 for cash working capital. 


Material and Supplies 


Respondent’s estimate of materials 
and supplies is $2,867, based on re- 
[6] 


spondent’s Exhibit No. 12 showing 
the monthly average amount of mate- 
rials and supplies on hand during each 
of the twenty-four months in the pe- 
riod ended August 31, 1937. Com- 
mission Exhibits Nos. 2 and 12, pre- 
sented for the record as evidence of 
the respondent’s statement of the ma- 
terials’ and supplies’ accounts on De- 
cember 31st of stated years, show as 
follows: 

$2,561.37 

2,851.10 

2,543.82 


2,850.86 
3,769.62 


Average $2,915.35 


We shall allow $2,900 for materials 
and supplies. 


Summary of Evidence of Value 


From the foregoing we summarize 
the evidence of value of used or use- 
ful property of respondent at Decem- 
ber 31, 1938, as follows: 


Undepreciated original cost of fixed 
capital : 
Prepared by respondent 
Prepared by Commission 
Depreciated original cost of fixed 
capital 
Undepreciated reproduction cost of 
fixed capital 
Depreciated reproduction cost of fixed 
capital 
Allowance for cash working capital 
Allowance for materials and supplies 2,900 


367,443 
286,566 
654,363 
514,522 

8,100 


Annual Operating Revenue 


The experienced annual operating 
revenues in each of the calendar years 
immediately preceding the change to 
the present rates, effective January 1, 
1938, were $66,361 in 1934; $64,967 
in 1935; $67,306 in 1936; and $68,- 
302 in 1937. During the year ending 
August 31, 1937, when the operating 
revenue was $69,485, respondent esti- 
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mates that the revenue would have 
been about $956 less if the present 
rates had been in effect. 

The experienced annual operating 
revenues during the calendar year 
1938, at the present rates, were $64,- 
595. 


Annual Operating Expenses 


The record shows experienced an- 
nual operating expenses as follows, 
based on respondent’s statements of 
record: 


Total 
Operating 
Expenses 
$36,135.09 
36,775.47 
37,995.44 
41,947.47 
37,908.03 
38,152.30 


* Gratuitous pensions. 


Years 
Ended 
Dec. 31 
1934 
1935 
1936 
1937 
1938 
Average 


Taxes 
$5,892.83 
7,308.16 
7,480.32 
7,181.10 
7,685.82 


usual expenditures. The details com- 
prising tne sum of $35,328 follow: 


Allowances for operating expenses, 
exclusive of depreciation and those 
items shown below 

Allowance for unusual operating 
expenses (annual) 

Allowance for established pen- 
sion plan premium 


Less adjustment rechlorinating 
equipment expense 


Total allowances for annual operating 
expenses, exclusive of depreciation $35,328 


Depreciation 

and Unusual 

Expenditures 
$26,907.70 
26,472.18 
27,557.08 
28,823.38 
26,416.02 
27,235.27 


Unusual 
Expenditures 
$240.00* 

240.00* 
240.00* 
2,942.99+ 
780.00* 


Depreciation 
$3,094.56 
2,755.13 
2,718.04 
3,000.00 
3,026.19 


7 $375 for gratuitous pensions and $2,567.99 for extraordinary expenses due to flood. 


In May, 1938, respondent’s fore- 
cast of operating expenses, exclusive 
of depreciation, for the year ended 
March 31, 1939, was $39,423, as com- 
pared with the experience of the cal- 
endar year 1938 of $34,881.84. The 
record discloses no significant differ- 
ences between past and future operat- 
ing conditions to be taken into ac- 
count. 

For the purpose of this order we 
shall use $35,328 for annual operating 
expenses, exclusive of depreciation, 
being equal to the average annual cor- 
responding items of operating expen- 
ses experienced by the company 1934 
to 1938, inclusive, with the exceptions 
of our allowances for taxes and un- 
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[5] Respondent incurred $2,567.99 
in 1937 for extraordinary expenses 
due to flood, and we allow for this 
item the sum of $257 per year, which 
is equivalent to an amortization there- 
of over a period of ten years. 

[6, 7] The allowances of $181 an- 
nually for pension expenses is the 
premium required under the pension 
plan adopted by the company through 
the Metropolitan Life Insurance Com- 
pany, to be effective July 1, 1939, for 
present eligible employees. The other 
pension expenses were not according 
to prior arrangement and as such 
should be considered gifts from the 
stockholders and therefore not allow- 
able as operating expenses for rate- 
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making purposes. Pension expenses 
allowable should be only those incurred 
under a reasonable prearranged and 
regularly established pension plan. 

The $31 adjustment regarding 
chlorinating equipment expense is due 
to the fact that replacements of such 
equipment were charged as mainte- 
nance and provision therefor has al- 
ready been made in annual deprecia- 
tion; hence, the adjustment is neces- 
sary to avoid duplication. 

A review of the evidence relating to 
taxes indicates that an allowance of 
$7,686 annually would be reasonable, 
this amount being based on the tax ex- 
pense for 1938. Independent calcu- 
lations made by us demonstrate the 
propriety of an allowance of this 
amount. 


Conclusion 


It follows that $29,267 is the re- 
mainder of the 1938 operating reve- 
nue applicable to depreciation and re- 
turn. Based upon 6 per cent rate of 
return and 1.87 per cent for annual 
depreciation, or 7.87 per cent for both, 
it appears from the foregoing and we 
find that the sum above determined of 
$29,267, applicable to return and de- 
preciation, cannot be said to be exces- 
sive upon any reasonable determina- 
tion of fair value which the Commis- 
sion would be warranted in finding up- 
on the record. 

While the record contains operating 
results only to the close of the year 
1938 a review of the operating ex- 
perience for the year 1939 in the light 
of the adjustments made by us in op- 
erating expenses and depreciation for 
the year 1938 reveals no material 
change that would lead to a different 
finding ; therefore, 


Now, to wit, July 29, 1940, it is 
ordered: That the instant inquiry and 
investigation be and is hereby termi- 
nated. 


BucHANAN, Commissioner: St. 
Marys Water Company, respondent. 
was incorporated on July 12, 1889, 
for the purpose of supplying water to 
the public in St. Mary’s borough, Elk 
county. 

A complaint upon the Commission’s 
own motion was instituted against the 
water company to determine whether 
the rates and charges of the company 
are unjust and unreasonable. Seven 
hearings were held between October, 
1937, and June, 1939. The Commis- 
sion now concludes the rate investiga- 
tion by dismissing the complaint with 
the following statement: “Based up- 
on 6 per cent rate of return and 1.87 
per cent for annual depreciation, or 
7.87 per cent for both, it appears from 
the foregoing and we find that the sum 
above determined of $29,267, applica- 
ble to return and depreciation, cannot 
be said to be excessive upon any rea- 
sonable determination of fair value 
which the Commission would be war- 
ranted in finding upon the record.” 

Capitalizing $29,267 at 7.87 per 
cent gives a rate base in round figures 
of $372,000, which is approximately 
the mean figure between depreciated 
reproduction cost and depreciated orig- 
inal cost. I do not agree with any one 
of the three figures. I believe that 
the rate base should not exceed the 
original cost of the property, less de- 
preciation, to wit, $286,500, plus $11,- 
000 for working capital, materials, and 
supplies ; that the rate of return should 
not exceed 5 per cent upon any rate 

36 PUR(NS) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


base and that the annual depreciation 
should not exceed 1 per cent. 


This company was incorporated 
with a capitalization of 400 shares of 
stock of $100 par. In 1891, 200 shares 
of stock were issued for the sum of 
$20,000. In 1901, a further increase 
in capitalization was authorized for 
the acquisition of the Laurel run de- 
velopment in the amount of $20,000 
and was paid in cash. In 1907 a cash 
dividend of $20,000 was declared and 
immediately paid back into the com- 
pany in exchange for the remaining 
200 shares of capital stock which had 
never been issued. Likewise, in 1907 
an additional $40,000 was issued un- 
der proper authority and in 1913 a 
stock dividend of $100,000 was de- 
clared. In other words, from an actu- 
al investment of $100,000, but pres- 
ently capitalized at $200,000 has 
grown a plant costing $286,500 and 


which the majority of the Commission 
values at not less than $372,00, almost 


four times the actual investment. 
This could only be accomplished 
through extensions to plant financed 
from moneys collected from the con- 
sumers. The dividend record is not set 
forth but on the basis of the record 
there was no lag in earnings and there 
can be no question but what a fair re- 
turn was realized by the stockholders 
upon their investment. These mat- 
ters should be taken into considera- 
tion by the Commission. 


The consumers, having contributed 
approximately twice the investment of 
the stockholders, should not be re. 
quired to pay rates based upon their 
contribution, rather consideration 
should be given for such contribution, 

In considering rates of respondent, 
the majority of the Commission gave 
no consideration to the capitalization 
of the respondent, securities outstand- 
ing, or plant built through excessive 
rates. It found the fair value as ly- 
ing half way between actual plant in- 
vestment and a guess called “reproduc- 
tion cost.” This method I can’t sup- 
port. 

The St. Marys Water Company 
serves a community of approximately 
7,000 people. It pays a salary of $2,- 
400 to the superintendent of the wa- 
ter company. It is to be presumed 
that the manager of such a small oper- 
ation is thoroughly capable of meeting 
any of the problems that arise in a 
water company of this size. 

There is included in operating ex- 
pense an item shown in 1937 in excess 
of $2,200 by way of a management 
fee paid to the holding company. This 
“management fee” should be totally 
disallowed as an operating expense, it 
being a duplication of the salary paid 
to Superintendent Philip Dixon. 

I do not agree with the findings of 
the Commission and believe that the 
rates of the respondent should be dras- 
tically reduced. 
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INTERSTATE NAT. GAS CO., INC. v. LOUISIANA PUB. SERV. COM. 


UNITED STATES DISTRICT COURT, E. D. LOUISIANA 
BATON ROUGE DIVISION 


Interstate Natural Gas Company, 
Incorporated 


Vv. 
Louisiana Public Service Commission et al. 


[Civ. No. 38.] 
(34 F Supp 980.) 


Public utilities, § 21 — Status of natural gas company — Charter powers. 


1. A foreign natural gas corporation, without charter power to act as a 
common carrier or public utility corporation and authorized to do business 
in the state only as a private corporation, is not a public utility or a common 
carrier pipe line subject to the jurisdiction of the state Commission, p. 
87 


Commissions, § 43 — Power to investigate — Interstate gas company. 


2. The state Commission has no power or jurisdiction over a foreign cor- 
poration lacking charter power to act as a common carrier or public utility 
corporation and authorized to do business in the state only as a private 
corporation, where 99.83 per cent of the company’s gas is sold and moved 
in interstate commerce; and provisions of the state laws giving the Com- 
mission power to investigate public utility corporations have no application 
to it, p. 87. 
[August 14, 1940.] 


c= to enjoin state Commission and its members from at- 
tempting to regulate the business of a corporation as a 
purchaser, transporter, and dealer in natural gas, and to obtain 
a declaratory judgment as to the controversy between it and 
the Commission; judgment for complainant declaring that it 
is not subject to the jurisdiction of the state Commission and 
permanently enjoining the Commission, its officers, agents, and 
employees from further prosecuting proceedings complained of. 
For decision on preliminary injunction, see 33 F Supp 50, 
33 PUR(NS) 193. 


* 


APPEARANCES: Shotwell & Brown, Ball, Jr., of New Orleans, La., of 
of Monroe, La., for plaintiff; Leslie counsel), for defendants. 
P. Gardiner, Attorney General of 
Louisiana, and Ellis C. Irwin, Special Before Foster and McCord, Circuit 
Assistant Attorney General (A. G. Judges, Dawkins, District Judge. 
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Dawkins, D. J.: The nature of 
this case is stated in the opinion hand- 
ed down on the application for pre- 
liminary injunction, which was denied. 
(1940) 33 F Supp 50, 33 PUR(NS) 
193. Weare now to consider the mer- 
its. The case has been submitted upon 
the same record which was before us 
on the former hearing, without addi- 
tional proof, and we have been favored 
with brief by counsel for the complain- 
ant only. 

The matter to be decided at this 
time, is as to whether plaintiff is en- 
titled to a declaratory judgment under 
§ 274d of the Judicial Code, 28 USCA 
§ 400, that it is not subject to the ju- 
risdiction of the Public Service Com- 
mission of the state. 

The facts, as developed at the hear- 
ing, were stated specially by us in our 
former opinion, but since they are 
more succinctly set forth, and we find 
correctly, in the brief of complainant, 
the latter are adopted as the specific 
findings in this case, to-wit: 

“1. Plaintiff is a Delaware corpo- 
ration, without charter power to act 
as a common carrier or public utility 
corporation, and is authorized to do 
business in Louisiana only as a private 
corporation. 

“The company was organized pri- 
marily to supply fuel to a refinery at 
Baton Rouge. 

“2. It owns and operates a 22-inch 
pipe line extending from Fowler, 
Louisiana, in the Monroe gas field, to 
the city of Baton Rouge, Louisiana, a 
distance of 171.61 miles, of which 
43.92 miles extend across the south- 
west corner of the state of Mississippi. 

“3. It produces and purchases nat- 
ural gas in the Monroe gas field and, 
under specific contracts, sells: 
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“(a) Large quantities of natur 
gas in the Monroe field to pipe-lire 
companies ; 

“(b) Small quantities to industries 
and distributors along the 91.17 mile 
of line prior to crossing the Missis. 
Sippi river ; 

“(c) Small quantities to distriby. 
tors along the 43.92 miles of line jn 
the state of Mississippi; 

“(d) Small quantities to distriby. 
tors along its line in the state of Louis. 
iana after it enters the state north of 
Baton Rouge; 

“(e) To the distributing company 
at Baton Rouge and to several indus- 
tries in the vicinity of Baton Rouge; 

“It transports gas from the Monroe 
field to a point of connection, near 
Baton Rouge, with a pipe line of Unit. 
ed Gas Pipe Line Company. 

“4. It was stipulated by said parties 
as follows: 

“All gas sold and marketed by In- 
terstate Natural Gas Company, In- 
corporated, is sold and marketed: 

“*(a) At wholesale to other com- 
panies or corporations who, in turn, 
sell and distribute the same to consum- 
ers, deliveries of which gas are made 
by Interstate Natural Gas Company, 
Incorporated, at taps on its main line 
to such purchasers ; or 

“*(b) To industrial consumers, de- 
liveries, of which gas is made by In- 
terstate at taps on its main line to 
such purchasers ; or 

““(c) To corporations operating 
interstate pipe lines extending from 
the state of Louisiana into other states, 
deliveries of which gas are made by 
Interstate to such purchasers at the 
compressor stations of said pur- 
chasers, as hereinafter more particu- 
larly set out.’ 
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“§. From the affidavits of A. H. 
Salisbury and Glenn Anderson, it ap- 
pears that, during the 12-month pe- 
riod from July 1, 1938, to June 30, 
1939, the gas sold by plaintiff was as 
follows : 


M cu. ft. 
Field sales to pipe-line companies 
which transport it out of Lou- 
isiana teens 
Sales from the main pipe line of 
Interstate between Fowler, Oua- 
chita Parish, Louisiana, and the 
Missisippi river 
Sales from the main line of Inter- 
state in the state of Mississippi .. 
Sales from the main pipe line of 
Interstate after it reénters the 
state of Louisiana to its southern 
terminus near Baton Rouge ..... 21,704,812 
Sales from the main pipe line of 
United Gas Pipe Line Company 
(formerly Southern Gas & Fuel 
Company), south of Baton Rouge, 
Louisiana 


24,806,424 


71,830 
222,204 


2,732,631 


“In addition, plaintiff transported 
from the Monroe field to a point near 
Baton Rouge for United Gas Pipe 
Line Company under special contract 
for delivery into the pipe line of said 
company which extends to the city of 
New Orleans, 22,274,127 thousand 
cubic feet in the period from July 1, 
1937, to June 30, 1938. The cor- 
responding figure for the subsequent 
12-month period is not in the rec- 
ord. 


“6. Plaintiff does not sell gas gen- 
erally to the public and has never held 
itself out as a common carrier or pub- 
lic utility. It sells all of its gas under 
private contracts (approximately 30 
in number ) made pursuant to separate 
negotiations with each customer. It 
has no affiliation with any distributor 
to which it sells gas. 

“7. Plaintiff has never filed with 
the secretary of state of Louisiana a 
resolution of its board of directors 
agreeing that it shall be and act as a 


common carrier under the provisions 
of § 7 of Act 39 of the Louisiana 
General Assembly of 1906. It has not 
at any time exercised, nor does it 
claim the authority to exercise, the 
power of eminent domain. It has nev- 
er sought or been granted any fran- 
chise or privilege to act either as a 
common carrier or public utility. It 
has never filed or been requested 
to file by the secretary of state of 
Louisiana or any other governmental 
authority any reports required of a 
common carrier or public utility. None 
of the pipe lines of plaintiff occupy 
longitudinally any public highway or 
property.” 


Conclusions of Law 


[1, 2] In view of these facts, we 
are constrained to hold that the com- 
plainant is not a public utility or a 
common carrier pipe line, and that 
99.83 per cent of its gas is sold and 
moves in interstate commerce. As 
stated in our former opinion, at that 
time, we were confronted with the 
duty of determining, under the show- 
ing made, whether or not we should 
exercise the largely discretionary 
power of granting an injunction pre- 
liminarily, to restrain the Commis- 
sion from proceeding further in the 
matters which it had under investiga- 
tion, before hearing the cause on its 
merits, and particularly the prayer for 
a declaratory judgment. Our views 
were stated in somewhat general terms 
as follows [33 F Supp at p. 54, 33 
PUR(NS) at p. 199]: “The princi- 
pal question presented therefore, is, 
should this court stop the investiga- 
tion as to rates until it can pass upon 
the demand for a declaratory judg- 
ment? It would seem that the peti- 
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tion, on its face, presents a case of an 
actual controversy, that is, as to wheth- 
er plaintiff is subject to the jurisdic- 
tion of the Commission, but so far it 
has not entered an affirmative order 
to do or not do anything except the 
payment for the investigation as to 
rates, practices, etc., and for which it 
is admitted payment will be required 
according to the state statute. Of 
course, if the Commission is entitled 
to proceed with the investigation, re- 
gardless of what the outcome may be, 
then it would seem that it may, within 
the limits of the act, whose constitu- 
tionality, as stated, has not been as- 
sailed, require payment therefor.” 
Of course, the defendants had the 
right, through proper procedure, to 
develop other facts if they existed, to 


dispute or contradict those offered 
complainant, but this has not bee 
done, and since the evidence is all on 
way, that is, that the complainant j 
not a public utility or common carrier 
pipe line but all of its business, excep, 
.17 per cent is in interstate commerce. 
the state Public Service Commission 
has no power or jurisdiction over it 
and the provisions of the state laws on 
the subject relied on by the defend. 
ants have no application. 

There should be judgment for com- 
plainant, therefore, declaring that it 
is not subject to the jurisdiction of the 
Public Service Commission of the 
state, and permanently enjoining it, 
its officers, agents, and employee 
from further prosecuting the proceed- 
ings complained of. 
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Edison Light & Power Company 


Pennsylvania Public Utility Commission et al. 


[No. 9893.] 
(34 F Supp 939.) 


Reparation, § 50.1 — Rate reduction — Legal fees. 


Attorneys retained by a small group of consumers to protest the merger 
of an electric company and a railway company, to urge the reduction of 
the former’s rate, and to defend the Commission order reducing the rate 
in subsequent injunction suits are not entitled to deduct counsel fees and 
expenses from the accumulated overcharges due the general body of con- 
sumers who were at all times represented by the Commission, its legal staf, 
and the state’s attorney general. 


[August 16, 1940.] 
promo for repayment of overcharges with interest and 
for allowance of counsel fees and expenses; petition for 
allowances dismissed. 
36 PUR(NS) 88 
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EDISON LIGHT & POWER CO. v. PENNSYLVANIA PUB. UTIL. COM. 


AppEARANCES: Edward A. G. Por- 
ter of Philadelphia, Pa., David I. Mc- 
Cahill, of Pittsburgh, Pa., and Vin- 
cent King Keesey, of York, Pa., for 
Edison; Harry H. Frank, Frederic 
P. Glick, Samuel Graff Miller, and 
Harry M. Showalter, all of Harris- 
burg, Pa., for Pennsylvania Public 
Utility Commission: Sylvan H. 
Hirsch, Morton P. Rome, and Sund- 
heim, Folz & Hirsch, all of Philadel- 
phia, Pa. for Utility Consumers 
League; Martin B. Ebbert, of York, 
Pa., for city of York. 


Kirkpatrick, D. J.: These peti- 
tions come at the end of protracted 
litigation which began with an inves- 
tigation by the Public Utilities Com- 
mission (the Public Service Commis- 
sion) of Pennsylvania to determine 
the reasonableness of rates for electric 
power charged by the Edison Light 
and Power Company of York, Penn- 
sylvania, and finally reached the Su- 
preme Court of the United States on 
injunction proceedings in the Federal 
courts to restrain an order of the Com- 
mission reducing the rates. The peti- 
tions are presented by a small group of 
consumers, under the name of Utility 
Consumers League of York, Pennsyl- 
vania. They pray for orders respec- 
tively (1) directing the power com- 
pany to pay overcharges accumulated 
during the pendency of the injunction 
proceedings, together with interest 
from the date of the order, and (2) 
allowing expenses and counsel fees 
and directing these items to be deduct- 
ed from the accumulated overcharges 
due the general body of consumers of 
electric power and paid to the petition- 
ers and their attorneys. 

The first petition is not resisted ei- 


ther by the power company or by the 
Utility Commission, and the prayer 
will be granted without further dis- 
cussion. 

The second petition is contested by 
the Utility Commission and by the 
city of York, the largest individual 
consumer of power. Testimony was 
taken upon the petitions and answers, 
and the facts are found to be as fol- 
lows: 

Prior to April, 1935, the power 
company had been operating in the 
city of York. It was a wholly owned 
subsidiary of the York Railways Com- 
pany, which operated a street railway 
in the same city. The power com- 
pany had been making money and the 
railway company losing. On June 17, 
1935, the power company filed appli- 
cation with the Pennsylvania Public 
Service Commission for permission to 
merge with the railway company. Mr. 
Willis E. Ramsey and several other 
citizens of York had, prior to that 
time, employed Herbert B. Cohen 
(and later the other attorneys, Mr. 
Liverant, Mr. Anderson, and Mr. 
Lawyer), to determine whether the 
facts would warrant opposing the ap- 
plication, and, after Mr. Cohen re- 
ported, they formed the group known 
as Utility Consumers League, who di- 
rected the attorneys to file a protest, 
which was done on July 9, 1935. 

The terms upon which the attorneys 
accepted the employment were some- 
what vague. It was distinctly under- 
stood that the small group which em- 
ployed them was not to pay counsel 
fees. There was a general belief that 
the power company’s rates were too 
high and could be brought down. 
Previous reductions had been ordered 
by the Commission, and rather com- 
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plete data as to the rate base of the 
power company were on file with the 
Commission. Mr. Ramsey testified: 
“Well, there was nothing—we didn’t 
make a distinction there, we just took 
it for granted, I presume, that it would 
—that if we succeeded in getting a 
rate reduction that there would be— 
then there would be counsel fees from 
the consuming public in general.” 
Mr. Cohen said: 

“I suggested at that time, in the 
discussion of fees, that I felt that dur- 
ing the course of the litigation events 
would so materialize that if we were 
successful in effectuating a material 
reduction in the rates of the Edison 
Light and Power Company that we 
would be able to receive our fees out 
of the general mass of consumers for 
our efforts expended in that direction, 
sO we were— 


Q. Well, did you have any specific 
agreement with the Utility Consumers 
League at that time, or at any subse- 
quent time, for the fee to be paid by 
it or its members? A. There were no 
agreements with the Utility Consum- 
ers League, other than our compensa- 
tion was to be contingent upon the 
successful outcome of the litigation. 


At the time the attorneys were em- 
ployed, the Consumers League had 
twenty-five or thirty members. Ef- 
forts were made to increase its mem- 
mership, but not more than sixty mem- 
bers were ever obtained. The total 
number of consumers affected by the 
power company’s rates was about 
30,000. 

The attorneys actively represented 
the Consumers League at the hearings 
upon the merger application. In the 
brief filed by them it was pointed out 
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that the proposed merger would n. 
sult in a new and expanded rate base, 
and that, as a result, it would becom 
much more difficult to revise the pow. 
er company’s rate schedule, which, i 
was asserted, was already unreasop. 
able and excessive, and should be re. 
vised by the Commission on its own 
motion. 

The Commission, on January 27, 
1936, handed down orders (1) deny- 
ing the merger application and (2) 
instituting an investigation of its own 
motion into the reasonableness of the 
power company’s rates. 

The Commission’s rate investiga 
tion lasted until July 13, 1936, on 
which date it issued a temporary order 
directing the filing of new rate sched- 
ules effecting a reduction to consumers 
of approximately $435,000 annually. 
In this proceeding, apparently upon 
the request of a member of the Com- 
mission, the Consumers League did 
not intervene. Mr. Cohen was, how- 
ever, present on more than half of the 
twelve days of hearings, he had nu- 
merous conferences with members of 
the Commission, and at one stage un- 
dertook, at the Commission’s request, 
to negotiate with the power company 
for a voluntary reduction—an effort 
which resulted in an offer on the part 
of the power company of a $250,000 
reduction, which was turned down by 
the Commission. 

The Commission’s order (revised, 
but not as to amount, on July 27, 1937) 
was immediately attacked by the pow- 
er company before a 3-judge statu- 
tory court for the middle district of 
Pennsylvania, principally upon the 
ground that the Pennsylvania Public 
Utility Law, 66 P. S. Pa. § 1101 et 
seq., under which it had been entered, 
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was unconstitutional. The Consum- 
ets League, through their attorneys, 
intervened in these proceedings. The 
court had suspended the operation of 
the new rate schedule by a temporary 
injunction, and, after final hearing, is- 
sued a permanent injunction on Octo- 
her 15, 1937. Edison Light & P. Co. 
y. Driscoll, 21 F Supp 1, 20 PUR 
(NS) 353. 

One of the three judges held the 
act unconstitutional; the other two 
held it constitutional, but held the or- 
der as issued defective and invalid. 
Neither side appealed from the court’s 
decree, but on November 30, 1937, 21 
PUR(NS) 328, the Commission is- 
sued a new order revised to comply 
with the court’s objections as to form, 
but establishing the same reduction. 

Before December 17, 1937, the ef- 
fective date of the new order, it was 
also attacked by the power company, 
before a new statutory court, this 
time for the eastern district of Penn- 
sylvania. The operation of the new 
schedule was temporarily restrained on 
the power company’s giving bond in 
the amount of $240,000, and on Octo- 
ber 10, 1938, the court granted a per- 
manent injunction on the ground that 
the act was unconstitutional. Edison 
Light & P. Co. v. Driscoll, 25 F Supp 
192, 25 PUR(NS) 441. The Con- 
sumers’ League had intervened, and a 
joint appeal was taken by the Com- 
mission and the league to the Supreme 
Court of the United States. (1939) 
307 US 104, 83 L ed 1134, 28 PUR 
(NS) 65, 59 S Ct 715. 

The appeal resulted, on April 17, 
1939, in the reversal of the decree and 
the vacation of the injunction, and on 
May 1, 1939, in obedience to an order 
of the Commission, the power com- 


pany filed its schedule effecting a rate 
reduction of $435,000 annually. On 
November 13, 1939, the Commission 
filed an interim order directing the 
power company to refund overcharges 
from December 17, 1937, to May 1, 
1939, on or before March 1, 1940. 

These petitions followed. They 
were filed before this court by virtue 
of the mandate of the Supreme Court 
of the United States, which directed 
that “further proceedings be had in 
such cause, in conformity with the 
opinion and decree of this court as ac- 
cording to right and justice, and the 
laws of the United States, order to be 
a 

The attorneys, representing the 
Consumers League, had appeared and 
had taken an active part at all stages in 
both injunction proceedings. The 
Commission was represented by its 
own counsel before the two statutory 
courts, and before the Supreme Court 
by the attorney general of Pennsyl- 
vania, now Judge Bard. Mr. Cohen 
was present at the argument before 
the Supreme Court and had been in 
frequent conference with Judge Bard 
in preparation for it. Throughout 
the proceedings the Commission was 
regarded as the principal litigant and 
assumed the major role. 

It appears that, immediately after 
the first injunction issued, the Com- 
mission desired to employ Mr. Cohen 
as special counsel to represent it in 
subsequent proceedings. However, 
the governor vetoed the proposal, say- 
ing that “he was afraid he would 
have every lawyer in the legislature 
coming and wanting a position if we 
would elect him.” Mr. Cohen, it may 
be stated, was a member of the state 
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legislature and chairman of the Ap- 
propriations Committee of the House. 

During all the proceedings so far 
referred to, no consumer other than 
the league intervened or appeared or 
employed either these attorneys or any 
other counsel to represent them at any 
time. 

To sum up, the proceedings detailed 
above fall into three main stages: 
First, the application for merger ; sec- 
ond, the rate investigation proceed- 
ings; and third, the injunction suits 
in the Federal courts. The services 
rendered by the attorneys for which 
compensation is claimed from the con- 
sumers in general are as follows: In 
the merger proceeding, they appeared 
representing a small group of prot- 
estants and presented argument in 
part directing the attention of the Com- 
mission to the unreasonableness of the 
power company’s rates. In this con- 
nection, however, it must be noted that 
the power company never denied that 
its rates were producing more than 7} 
per cent upon a fair rate base for its 
own property, but took the position 
that it was entitled to that figure by 
reason of its affiliation with the rail- 
way company and certain obligations 
in respect of the latter’s bonded in- 
debtedness. In the rate investigation, 
the work of the attorneys was limited 
to the presence of Mr. Cohen at a 
number of hearings in the capacity of 
an observer and a number of confer- 
ences with the Commission, which 
were welcomed by the Commission and 
were undoubtedly of assistance. In 
the injunction proceedings, the attor- 
‘neys appeared representing the Con- 
sumers League as intervener and took 
an active, though subordinate, part 
‘throughout. 
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For these services the petitioner 
ask an allowance of a counsel fee fy 
their attorneys. No specific amount; 
requested, but the figure suggested js 
$100,000. If these attorneys wer 
representing the whole body of cop. 
sumers and had entered the case fo 
them upon a contingent basis, the 
amount would not be unreasonable, in 
view of the large reduction in rate 
affected, and the amount of over. 
charges now due to be repaid. 

The theory of the petition is, of 
course, that the attorneys have creat- 
ed or protected a common fund for 
the benefit of all the consumers and 
that, under the rule of Trustees of In. 
ternal Improv. Fund v. Greenough 
(1882) 105 US 527, 26 L ed 1157. 
Hempstead v. Meadville Theological 
School (1926) 286 Pa 493, 134 Atl 
103, 49 ALR 1145, they are entitled 
to charge counsel fees against the 
fund. 

The prayer of the petition must be 
denied. No statement of the rule on 
which the petitioners rely has ever ex- 
tended it to a case in which all the oth- 
er beneficiaries of the fund have been 
at every stage of the proceeding which 
resulted in the creation of the fund 
actively and adequately represented, 
and the equitable considerations upon 
which the rule is based forbid its ap- 
plication in such cases. 

Beginning with the Commission’s 
rate investigation and throughout its 
fight to protect its order in the Federal 
courts, the entire body of consumers 
was represented by the Public Utility 
Commission, its legal staff, and the at- 
torney general of Pennsylvania. Or, 
if a technical representation—the re- 
lation of attorney and client—did not 
exist, at least these officers assumed, 
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in accordance with the law and the 
policy of the state, the duty of pro- 
tecting the consuming public’s inter- 
ests; and there is no suggestion that 
there was any negligence, inefficiency, 
or want of fidelity on their part which 
required their efforts to be supple- 
mented by the attorneys representing 
the petitioners. I cannot state this 
reason for denying the petition more 
succinctly than it has been stated in 
the brief for the Commission: ‘The 
Pennsylvania Public Utility Commis- 
sion as an agent of the Pennsylvania 
legislature is charged with the duty of 
seeing that the public is furnished ade- 
quate service at reasonable rates. The 
Commission, by its counsel, took such 
steps as were necessary to determine 
the reasonableness of the rates of the 
Edison Company and issued an order 
at C. 11108 (21 PUR(NS) 328) 
ordering a temporary reduction. The 
Commission, by its counsel, took such 
legal action as was necessary to de- 
fend the order of the Commission 
when that order was attacked in the 
district courts of the United States 
and on appeal to the United States Su- 
preme Court.” 

It is hardly necessary to cite authori- 
ties to sustain the proposition that, 
where all the beneficiaries are repre- 
sented, attorneys representing certain 
individuals among them may not be 
granted allowances out of the fund. 
However, Peoples-Pittsburgh Trust 
Co. v. Pittsburgh United Corp. (1939) 
334 Pa 107, 5 A(2d) 890; Pening- 
ton v. Commonwealth Hotel Construc- 
tion Corp. (1931) 18 Del Ch 238, 158 
Atl 140; General Finance Corp. v. 
New York State Railways (1933) 3 
F Supp 975; In Re United Cigar 


Stores Co. (1937) 21 F Supp 869, 
875, may be referred to. 

As to the merger proceeding, I am 
unable to see any possible theory upon 
which the attorneys could be allowed 
fees for services in it. The protest 
was not primarily directed toward the 
reduction of rates or the creation of a 
fund thereby, and the disapproval of 
the merger had no such effect. It can- 
not be seriously argued that, because 
an attorney in one proceeding presses 
a suggestion which brings on an en- 
tirely different proceeding for the re- 
covery or protection of a fund, he is 
on that ground alone entitled to charge 
counsel fees against the fund, if not 
otherwise entitled to do so. 

There is no suggestion that these 
attorneys ever had any contractual or 
professional relations with any con- 
sumer other than the members of the 
Consumers League, and, as to that 
group, the understanding was that it 
was not to bear more than a propor- 
tionate share (if that much) of the 
costs of legal services. Thus it will 
be seen that this petition is not pre- 
sented in order to distribute a burden 
incurred by the petitioners, among the 
beneficiaries of their action, but, in 
substance, is an attempt by the attor- 
neys to compel payment of their fees 
by some 30,000 persons and corpora- 
tions none of whom ever made any 
agreement to pay them anything, and 
only fifty or sixty of whom ever au- 
thorized them to act at all in the 
matter. 

In the recent case of Sprague v. Ti- 
conic Natl. Bank (1939) 307 US 161, 
83 L ed 1184, 59 S Ct 777, 779, dis- 
cussion was confined to what were 
known as costs “between solicitor and 
client,” as distinguished from costs as 
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“between party and party.” The court 
was dealing with the power of the 
chancellor to allow such costs on the 
principle of a benefit, by virtue of the 
rule, stare decisis, to other similarly 
situated parties. The court did not 
suggest what fees were allowable, and 
it is more than doubtful whether it 
intended to sustain the power in re- 
spect of anything but fees for legal 
services incurred by the petitioner in 
that case. As has been pointed out, 
these petitioners themselves are under 
no liability to the attorneys in respect 
of legal services, and, consequently, 
there are no costs as between solicitor 
and client. Even if the general con- 


sumers had not been adequately repre- 
sented as to this particular matter, I 
do not think that the rules laid down 
in Sprague v. Ticonic Natl. Bank, su- 
pra, are broad enough to allow the fee 
to be charged to the fund. 


The Commission also urges as a 
reason for denying the prayer of the 
petition that the efforts of these attor- 
neys were not in fact directed toward 
the creation of any fund, and cites 
Eckford v. Atlanta (1931) 173 Ga 
650, 160 SE 773, a case almost ex- 
actly in point. The fund (if there 
really be any fund at all in the proper 
sense) came into existence by the for- 
tuitous circumstance that the reduc- 
tions ordered were not allowed to go 
into effect for a year and a half, be- 


cause of the interposition of injunc. 
tions. Whether the decision jn 
Sprague v. Ticonic Natl. Bank, supra, 
overcomes this particular objection 
need not be decided, because I think 
the decision is already on a sound basis, 

I cannot see that the inclusion 
of interest in the order of this court 
distinguishes the services in respect 
of it sufficiently to permit me to allow 
compensation. The order of the Com- 
mission of November 13th, directed 
the power company to “make com- 
plete refunds,” and included a clause 
that it was without prejudice to the 
award of further refunds. Whether 
or not that is an express order to pay 
interest on the overcharges, the power 
company does not, and, so far as] 
know, has not at any time since the 
order, denied its liability for interest. 
I do not question counsel’s statement 
that the question is expressly raised 
for the first time in the first of the two 
petitions now before the court, but it 
does not appear that the interests of 
the general consumers have not been 
already fully protected by an order re- 
quiring complete refunds, inasmuch as 
the law is well established that it is 
within the power of the court (if not 
the Commission as well) to award in- 
terest on retained overcharges. 

The petition for allowances is dis- 
missed. 
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RE PATRONS OF PEOPLES TELEPHONE CO. OF BRYANT 


INDIANA PUBLIC SERVICE COMMISSION 


Re Patrons of Peoples Telephone 
Company of Bryant 


[No. 14362.] 


Franchises, § 64 — Indeterminate permits — Revocation — Inadequate service. 
Reasonable cause exists to revoke the indeterminate permit of a telephone 
company when the company has failed and refused to render a reasonably 
adequate telephone service, has operated in a careless and discourteous man- 
ner with disregard of its paramount duty under the law, and when another 
company is ready, able, willing, and authorized to render adequate and 


satisfactory service. 


[September 6, 1940.] 


- for revocation of indeterminate permit of telephone 


company; permit revoked. 


APPEARANCES: Ralph E. Hanna, 
Public Counselor, Indianapolis, for 
petitioners; Malcolm V. Skinner, At- 
torney, Portland, for respondent— 
Peoples Telephone Co., Bryant. 


StucKEY, Commissioner: On 
February 28, 1940, patrons and for- 
mer patrons of Peoples Telephone 
Company of Bryant, Indiana, filed 
their petition with the Public Service 
Commission, requesting, among other 
things, that the Commission revoke 
the indeterminate permit held by said 
Peoples Telephone Company, respond- 
ent herein, of Bryant, Indiana; said 
petition was signed by Alonzo Pettis 
and fifty-six others. 

Thereafter on March 11, 1940, re- 
spondent, Peoples Telephone Compa- 
ny, filed its verified petition for con- 
tinuance from March 20, 1940, the 
date the Commission set for hearing 
on said petition, on the grounds, prin- 
cipally: (1) that respondent would 


not be able properly to present its de- 
fense to said petition because of in- 
sufficient time to collect and prepare 
the data and information required; 
and (2) that because of the fact re- 
spondent has been rendering a switch- 
ing station service with its metallic 
system for Farmers Mutual Telephone 
Company’s grounded system of Bry- 
ant, Indiana, respondent believes much 
of the trouble complained of by peti- 
tioners is caused by the difference in 
the method of operation of the two 
plants; and that (3) some of the 
trouble experienced by petitioners in 
procuring service is being caused by 
electrical interference of R.E.M.C. 
lines on the west part of respondent’s 
system, all of which would require 
additional time after March 20, 1940, 
to prepare facts and data by respon- 
dent. 

On the same day, to wit, March 11, 
1940, that said petition was filed by re- 
spondents for continuance, a letter as 
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hereafter set out was mailed to the 
respondent : 

“Mr. Malcolm V. Skinner, 

“Attorney at Law, 

“Portland, Indiana. 

“Dear Sir: 

“The petition for continuance in 
Cause No. 14362, which was filed with 
the Commission March 11, 1940, in 
the matter of the Peoples Telephone 
Company of Bryant, Indiana, for rev- 
ocation of indeterminate permit of 
said utility, has just come to my at- 
tention. 

“The Commission will hear peti- 
tioners’ evidence, according to the no- 
tice which has been published in the 
Portland Daily Sun and the Commer- 
cial Review of Portland, Indiana. 

“The respondent, Peoples Tele- 
phone Company, by you as their attor- 
ney, will be given, of course, the op- 
portunity of cross-examining the wit- 
nesses who testify in support of the 
petition filed against respondent on 
February 28, 1940. 

“Tf, after petitioners have submitted 
their evidence, you should still desire 
additional time in which to submit evi- 
dence for, and in behalf, of respond- 
ent, Peoples Telephone Company, 
your request will be given every pos- 
sible consideration. 

“Very truly yours, 
“WILLIAM A. STUCKEY, 
“Commissioner.” 

Pursuant to notice published in the 
Portland Daily Sun and the Commer- 
cial Review, two newspapers of gen- 
eral circulation printed and published 
in the town of Portland, Jay county, 
Indiana, and written notice of the time 
and place of hearing given to inter- 
ested parties, all more than ten days 
prior to the date of hearing, as re- 
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quired by the Public Service Commis. 
sion Acts of Indiana, as amended, said 
cause was heard in part in the court 
house of the town of Portland, county 
of Jay, state of Indiana, at 10 a.m, 
on Wednesday, March 20, 1940, with 
appearances as above noted. 

In conformity with respondent’s 
said petition for continuance, as well 
as oral request by counsel for respond- 
ent, at the conclusion of the submis- 
sion of evidence by petitioners on said 
date of hearing, namely: March 20, 
1940, and on mutual agreement of in- 
terested parties of record, further 
hearing in said cause was continued to 
10 a.m., Monday, April 15, 1940, 
same place, at which time the hearing 
was concluded. 

The petition filed in said cause, 
omitting caption and signatures, is as 
follows, to wit: [Petition omitted.] 

Following the opening of said 
cause for hearing, March 20, 1940, 
appearances were taken and the said 
petition for continuance and the letter 
dated March 11, 1940, in acknowl- 
edgment thereof to Malcolm V. Skin- 
ner, attorney for respondent, were 
read into the record by the Commis- 
sion. 

In the introduction of evidence the 
following described exhibits of the 
Commission and petitioner, respective- 
ly, were introduced and admitted into 
evidence, no objection having been 
made by respondent to their admission. 

Commission’s Exhibits Nos. 1 and 
2, being the proofs of publication of 
notices of hearing given by the Com- 
mission, as required by law. 

Petitioner’s Exhibit No. 1, being 
the petition filed by patrons and for- 
mer patrons of respondent, Peoples 
Telephone Company. 
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Petitioner’s Exhibit No. 2, being a 
certified copy of the order entered and 
approved by the Public Service Com- 
mission of Indiana, in Cause No. 
6228, October 5, 1921, for the sur- 
render of franchise of Peoples Tele- 
phone Company of Bryant, Indiana, 
in lieu of receiving an indeterminate 
permit, by operation of law, as pro- 
vided by Chap. 93 of the Acts of the 
1921 General Assembly. 

Petitioner’s Exhibit No. 3, being a 
certified copy of the order approved 
by the Public Service Commission, 
after a public hearing in Cause No. 
13809, May 26, 1939, pursuant to a 
petition filed by patrons of Peoples 
Telephone Company of Bryant, Indi- 
ana, requesting, among other things, 
for an order of the Commission, re- 
quiring said public utility to furnish 
reasonable and adequate telephone 
service. 

The evidence shows that respond- 
ent, Peoples Telephone Company of 
Bryant, Indiana, has been and is op- 
erating a telephone exchange in Bry- 
ant, a town of some 300 inhabitants, 
in the county of Jay, state of Indiana, 
engaged in rendering exchange tele- 
phone and toll service generally, to res- 
idents of said town and vicinity and 
a switching service for Farmers Mu- 
tual Telephone Company of said town, 
and that respondent is a corporation 
and a public utility under the Public 
Service Commission Acts, as amend- 
ed. 

The evidence further shows that 
several of the witnesses who testified 
in this cause, likewise testified against 
respondent at the hearings before the 
Commission, held April 24 and May 
4, 1939, in Cause No. 13809; that 
the service rendered by respondent had 
[7] , 


not improved since the Commission 
approved said order, May 26, 1939, 
ordering respondent, among other 
things, to render reasonably adequate 
telephone service, but that instead, the 
service rendered by respondent during 
the past year has grown worse; that 
the principal trouble experienced by 
subscribers has been, and is, to get 
central to answer their calls, this be- 
ing true whether central should be 
called by those subscribers on Farm- 
ers Mutual Telephone Company lines, 
which are connected for switching 
service with respondent’s exchange, or 
by subscribers on the respondent’s 
lines with direct connection with its 
exchange; that because of the unsatis- 
factory service rendered by said Peo- 
ples Telephone exchange, the sub- 
scribers on the Farmers Mutual Tele- 
phone Company’s lines have dropped 
from seventy-five to eighty subscribers 
to twelve. 

The evidence further shows that be- 
cause of the inadequate service having 
been rendered by respondent over a 
period of more than a year, the num- 
ber of subscribers securing service di- 
rect from said respondent’s exchange 
in Bryant has gradually dwindled to 
twenty. 

The evidence further shows that 
subscribers noticed an improvement in 
the service rendered by respondent 
from about the time said petition here- 
in was filed with the Commission, to 
the date of said hearing ; but these sub- 
scribers further testified that they had, 
because of past experience, lost all 
faith in said Peoples Telephone Com- 
pany to render a continuing satisfac- 
tory service. 

The evidence further shows that 
George Adams, chief operator of the 
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exchange and a member of the re- 
spondent company, has repeatedly re- 
fused to place toll calls for patrons up- 
on reverse charge, which method of 
handling such calls has been in par- 
ticular, a source of constant annoy- 
ance, inconvenience, and handicap to 
said patrons who are engaged in busi- 
ness in Bryant, as well as said sub- 
scribers generally; that said Adams 
has uttered profane language over said 
telephone lines and when apparently 
under the influence of liquor, he has 
sworn at patrons who made personal 
trips to said exchange when they were 
unable to get a response to their pro- 
longed ringing of said central in order 
to place important calls. 

The evidence further shows that in 
event the Commission should revoke 
said indeterminate permit, a telephone 
company, now operating in other ter- 
ritory within a reasonable distance of 
Bryant, is ready, able, and willing to 
establish and render adequate tele- 
phone service to the inhabitants of said 
town, as well as those residing in con- 
tiguous rural territory. 


After said hearings in the above- 
entitled matter, namely: On June 10, 
1940, Citizens Telephone Company of 
Decatur, Indiana, filed its verified pe- 
tition with the Public Service Commis- 
sion, which was docketed under Cause 
No. 14540; said petition requesting 
(1) a determination that public con- 
venience and necessity require the pe- 
titioner to engage in the operation of 
telephone lines and the rendering of 
telephone service, etc., to inhabitants 
of the town of Bryant and the rural 
territory adjacent thereto in Jay coun- 
ty, Indiana, and (2) for the consent of 
this Commission that the board of 
county commissioners of the county 
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and state aforesaid and the town board 
of said town of Bryant, grant the 
proper licenses, permits, or franchises 
to petitioner to use the public high. 
ways, streets, and alleys in said town 
and county for the rendering of tele. 
phone service by petitioner. 

Thereafter, pursuant to notice, as 
required by law, said cause was heard 
in the court house of the town of Port. 
land, Jay county, Indiana, at 10 o’clock 
A.M., on Monday, July 8, 1940, at 
which hearing Arthur E. Voglewede, 
Attorney, Decatur, appeared for peti- 
tioner and Malcolm V. Skinner, Attor- 
ney, Portland, appeared for protestant, 
Peoples Telephone Company, Bryant, 
which protestant is the respondent in 
this cause. 

Thereafter, on the 12th day of July, 
1940, the Commission approved an or- 
der based on said petition, filed June 
10, 1940, in Cause No. 14540, giving 
its consent to the board of county 
commissioners of Jay county, Indiana, 
to grant to petitioner the license to use 
the property of said county in the rural 
territory outside of the said town of 
Bryant, for the construction and main- 
tenance of equipment and facilities for 
the rendering of satisfactory and ade- 
quate telephone service to the inhab- 
itants of said rural territory, and fur- 
ther, the Commission found in said 
order that public convenience and ne- 
cessity require the rendering of tele- 
phone service by a second public utility 
within the town of Bryant, Indiana. 

Thereafter, on August 26, 1940, 
the Commission on its own motion ap- 
proved an order reopening said cause 
for the revocation of the indeterminate 
permit of Peoples Telephone Company 
of Bryant, Indiana, bearing Docket 
No. 14362, for further hearing, to be 
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held in the rooms of the Commission, 
401 State House, Indianapolis, Indi- 
ana, at 10 o’clock a. M., on Wednes- 
day, September 4, 1940. 

Thereafter, on August 29, 1940, 
all of the parties of record in said 
cause were duly notified of said fur- 
ther hearing and further hearing was 
held in said matter at the appointed 
time and place. Immediately follow- 
ing the reopening of said cause for 
further hearing on said date, appear- 
ances were again taken by the Com- 
mission, Ralph FE, Hanna, Public 
Counselor being present and entering 
his appearance for petitioner, but re- 
spondent and its attorney of record 
in this cause, Malcolm V. Skinner, 
were not present nor were they or ei- 
ther of them represented by counsel 
or otherwise. 

At this further hearing, the follow- 
ing designated exhibits were intro- 
duced and admitted into evidence, 
namely : 

Commission’s Exhibit No. 3—a 
certified copy of the aforesaid order, 
approved August 28, 1940, in this 
cause, reopening said matter for fur- 
ther hearing. 

Commission’s Exhibit No. 4—a 
carbon copy of the letter mailed to 
Malcolm V. Skinner, attorney, for re- 
spondent, Portland, Indiana, on Au- 
gust 29, 1940, which was read into 
the record, and it is as follows, to wit: 

“August 29, 1940 
“Hon. Malcolm V. Skinner, 
“Attorney, 
“Portland, Indiana. 

“Dear Mr: Skinner: 

“Enclosed is a copy of an order ap- 
proved by the Commission, August 
28, 1940, which is self-explanatory. 

“The purpose of holding a further 


hearing in this matter is to incorporate 
into the record, certified copies of the 
orders of the town board of Bryant 
and the board of county commission- 
ers of Jay county, respectively, to the 
Citizens Telephone Company of De- 
catur, authorizing it to operate a tele- 
phone exchange and lines in said town 
and county, as well as to obtain testi- 
mony from the Citizens Telephone 
Company as to just what has been 
done by it in the construction of its 
lines and exchange in said town and 
county. 

“Also, a certified copy of the Com- 
mission’s order to the Citizens Tele- 
phone Company in Cause No. 14540, 
approved July 12, 1940, will be intro- 
duced and admitted into evidence. 

“Yours very truly, 
“WILLIAM A. STUCKEY, 
“Commissioner.” 

Petitioner’s Exhibit No. 4—a cer- 
tified copy of the aforesaid order of 
this Commission, approved July 12, 
1940, in Cause No. 14540, finding by 
said order that public convenience and 
necessity require the proposed service 
by petitioner, Citizens Telephone 
Company of Decatur, Indiana, Adams 
county, Indiana, within the corporate 
area of the town of Bryant, and out- 
side thereof in the rural territory of 
Jay county, Indiana, and giving its 
consent to the Board of County Com- 
missioners of Jay county, Indiana, to 
grant to petitioner a license to use the 
property of said county in the rural 
territory outside the said town of 
Bryant, for the construction and main- 
tenance of equipment and _ facilities 
necessary for the rendering of satis- 
factory and adequate telephone service 
to the inhabitants of said <ural terri- 
tory. 
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Petitioner’s Exhibit No. 5—a cer- 
tified copy of a franchise contract be- 
tween the board of county commis- 
sioners of Jay county, Indiana, and 
said Citizens Telephone Company of 
Decatur, Indiana, for the use of public 
highways in said county and state, for 
the construction and operation and 
maintenance of telephone lines. 

Petitioner’s Exhibit No. 6—a cer- 
tified contract between the board of 
the town of Bryant, Jay county, In- 
diana and said Citizens Telephone 
Company, for the use of streets and 
alleys, etc., by petitioner, for the con- 
struction and operation and mainte- 
nance of telephone lines within the cor- 
porate limits of said town. ; 

Charles D. Ehinger, secretary of 
Citizens Telephone Company, De- 
catur, Indiana, testified that he had 
served in such capacity for two years; 
that said company renders telephone 
exchange service at Decatur, Berne, 
Monroe, and surrounding rural terri- 
tory; that said company was incor- 
porated in 1894, and shortly there- 
after began rendering telephone serv- 
ice, which service has been continuous ; 
that since January, 1940, upon request 
of Ralph E. Hanna, public counselor 
and patrons and former patrons of 
Peoples Telephone Company, respond- 
ent herein, of Bryant, Indiana, the 
witness had made an investigation as 
to the feasibility of establishing tele- 
phone exchange service at Bryant and 
in the rural territory adjacent thereto; 
that after having been informed of the 
hearings held in the matter of revoca- 
tion of the indeterminate permit of 
said Peoples Telephone Company, a 
petition was filed by Citizens Tele- 
phone Company with the Public Serv- 
ice Commission on June 10, 1940, 
36 PUR(NS) 


docketed as Cause No. 14540, which 
was later set for hearing and an order 
entered by the Commission; that after 
obtaining said order, said Citizens 
Telephone Company obtained the nec. 
essary licenses from the board of 
county commissioners of Jay county, 
and the board of the town of Bryant, 
respectively, authorizing it to con- 
struct and operate telephone lines, 
This witness further testified that 
said Citizens Telephone Company has 
installed all central office equipment, 
underground terminals and cable nec- 
essary to serve the town of Bryant and 
all rural lines outside said town, ex- 
cepting one line extending westward 
therefrom ; that said company believes 
that it will have everything in readi- 
ness to serve telephone patrons of 
Bryant and those east thereof on or 
before September 6, 1940; that it is 
necessary to construct all new lines and 
equipment in order to serve patrons 
living west of the railroad of the town 
of Bryant; that at present, there are 
lines running out over said territory 
west of Bryant, along the public high- 
way belonging to Peoples Telephone 
Company, respondent herein, which 
uses one side of said highway with the 
local R.E.M.C. lines extending on the 
other side of said highway ; that unless 
said indeterminate permit of respond- 
ent herein is revoked and its telephone 
lines removed from said right of way, 
it would be necessary for said Citi- 
zens Telephone Company to construct 
its lines either underneath respondent's 
lines or above them; that to overbuild 
its lines would cost at least $1,500 
more than it would cost to construct 
the lines on a clear right of way. 
This witness further testified that 
all materials have been purchased and 
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stored at the town of Bryant, for the 
completion of the proposed telephone 
lines; that said company’s telephone 
exchange is located in the second story 
of a fireproof brick building in the 
town of Bryant; that every mile of 
telephone line has been, and will be, 
built of high tensile No. 135 iron wire, 
being a wire of 13,500-pound tensile 
strength; that the latest hardware 
available and creosoted southern yel- 
low pine poles are being used in the 
construction of said lines; that all cir- 
cuits will be metallicized ; that the cen- 
tral office equipment installed is the 
Stromberg-Carlson common battery 
system and that a 24-hour service will 
be maintained at all times. 

The Commission, having considered 
all the evidence of record in said cause, 
as well as the Commission’s said or- 
ders approved May 26, 1939, in Cause 
No. 13809 and in Cause No. 14540, 
approved July 12, 1940, now finds: 

(1) That petitioners have substan- 
tially proved the material allegations 
set out in said petition ; 

(2) That respondent, Peoples Tele- 
phone Company, has failed and re- 
fused to render a reasonably adequate 
telephone service, both local and toll, 
as required by said order dated May 
26, 1939, in Cause No. 13809; 

(3) That said telephone exchange 
has been operated by respondent in a 
careless, slipshod, and, for the most 
part, discourteous manner, and with 
utter disregard of respondent’s para- 
mount duty, under the law, to serve 
the public to the best of its ability, and 
to the fullest extent of the means at its 
command; that on the contrary, said 
company has failed and refused to 
serve the public adequately ; 

(4) The Commission further finds 


from the evidence that the said Citi- 
zens Telephone Company of Decatur, 
Indiana, is ready, able, willing, and 
authorized to render adequate and sat- 
isfactory telephone service to tele- 
phone patrons of the town of Bryant, 
Indiana, and surrounding rural terri- 
tory ; 

(5) That reasonable cause exists to 
revoke the indeterminate permit held 
by respondent, Peoples Telephone 
Company ; 

(6) That to best serve the public 
interest requires that the prayer of 
said petition filed herein, should be 
granted, and that 

(7) the indeterminate permit, held 
by respondent, Peoples Telephone 
Company, which permit was acquired 
by surrender of franchise as provided 
for in the Public Service Commission 
Acts, as amended, as evidenced by an 
order of the Public Service Commis- 
sion of Indiana, in Cause No. 6228, 
approved October 5, 1921, should be 
revoked, and it will be so ordered. 

It is therefore ordered by the Pub- 
lic Service Commission that the said 
indeterminate permit held by Peoples 
Telephone Company, respondent here- 
in, of Bryant, county of Jay, state of 
Indiana, be, and the same hereby is, 
revoked. 

It is further ordered that the secre- 
tary of this Commission be, and he 
hereby is, directed to serve a certified 
copy of this order, by registered mail, 
return receipt requested, upon the said 
respondent, Peoples Telephone Com- 
pany of Bryant, Indiana, by deposit- 
ing said order in the United States 
mail, with the proper uncanceled post- 
age stamps affixed thereto, on or be- 
fore Tuesday, September 10, 1940. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Securities Corporation General 


[File Nos. 70-16, 70-34, Release Nos. 2301, 2322.] 


Corporations, § 17 — Rights of stockholders — Alteration under Holding Com. 
pany Act. 
1. A declaration filed pursuant to § 7 of the Holding Company Act, 15 
USCA § 79g, regarding the exercise of a privilege or right to alter the 
priorities, preferences, voting power, or other rights of the holders of 
securities, was held to have been properly filed, and each of the matters 
covered was held to be subject to the standards of § 7(e), p. 107. 


Corporations, § 17 — Rights of stockholders — Alteration under Holding Com- 
pany Act — Effect on corporate simplification. 

2. A declaration regarding the exercise of a privilege or right to alter 
the priorities, preferences, voting power, or other rights of the holders of 
securities, filed pursuant to § 7 of the Holding Company Act, was approved 
without a decision on the question of whether the adjustments resulted in 
an inequitable distribution of voting power and with a reservation to the 
Commission of complete freedom of action under § 11(b)(2), 15 USCA 
§ 79k (b) (2), with respect to any unfair or inequitable distribution of 
voting power, p. 107. 


Dividends, § 6 — Restrictions — Protective equity for preferred stock. 
3. The protective equity available for preferred stock should be in excess 
of 1.75 times the liquidating value of the preferred stocks before distribu- 
tions on common stock are permitted, p. 108. 


Security issues, § 108 — Stated value of preferred stock — Liquidating value. 
4. The practice of presenting in a balance sheet at $50 per share preferred 
stocks with a liquidating value of $100 per share is of doubtful propriety, 
p. 108. 


Security issues, § 108 — Stated value and par value of stock — Tax savings. 
5. A change in common stock without par value from a stated value of 50 
cents per share to a par value of $1 per share was approved as not only in 
accordance with the clearly indicated policy of the Holding Company Act, 
but as resulting in substantial tax savings, p. 109. 


Dividends, § 5 — Provision for accumulated dividends — Preferred stock — 
Capital readjustment. 
6. Provision for accumulated dividends on preferred stock should be made 
in a capital readjustment involving a transfer from capital surplus to 
earned surplus, changes in stated value of preferred stock, and changes 
in common stock, p. 109. 


[September 19, 1940; October 8, 1940.] 
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i. pursuant to § 7 of the Holding Company Act 
regarding elimination of deficit in earned surplus, change 
in outstanding preferred stock, giving of certain voting rights 
to preferred stock, and change of common stock without par 
value to a par value, and application pursuant to § 12(c) of the 
act, 15 USCA § 79l(c), for approval of the declaration and pay- 
ment of accumulated dividends on preferred stock; approval 
granted subject to conditions. Order amended October 8, 1940, 
to provide that proposal to accord voting rights to preferred stock 
is subject to approval by 90 per cent of the common stock and 
proposal to restate common stock is subject to approval by 
two-thirds vote of the common stock, in view of amended 
opinion as to laws of Virginia. 


¥ 


APPEARANCES: F. Arnold Daum 
and Donald C. Cook of the Public 
Utilities Division of the Commission ; 
Humes, Buck, Smith & Stowell by C. 
H. Scott, Jr., for Securities Corpora- 
tion General. 


By the Commission: Securities 
Corporation General (“General”), a 
Virginia corporation and a subsidiary 
of International Utilities Corporation 
(“International”) ,? a registered hold- 
ing company, has filed a declaration 
pursuant to § 7 of the act, 15 USCA 
§ 79g, regarding (a) the elimination 
of the deficit in its earned surplus ac- 
count by a charge against capital sur- 
plus, (b) a change in its outstanding 
$6 and $7 cumulative preferred stock, 
no par value, from a stated val- 
ue of $50 per share to a par value of 
$100 per share, (c) the giving of cer- 
tain voting rights to its $6 and $7 
cumulative preferred stock, and (d) 
a change in its outstanding common 
stock, no par value, from a stated val- 


ue of 50 cents per share to a par value 
of $1 per share. 

In order that no accumulated or ac- 
crued dividends will be unpaid or un- 
provided for as at the date when the 
earned surplus deficit is eliminated, 
General has filed an application pursu- 


ant to § 12(c) of the act, 15 USCA 
§ 791 (c), and Rule U-12C-2 adopted 
thereunder, for approval of the dec- 
laration and payment out of capital or 
unearned surplus (a) of two quarterly 
dividends* at the rate of $1.75 per 
share per quarter, on the 1,843 shares 
of its cumulative preferred stock, $7 
series, now outstanding, and (b) of 
two quarterly dividends * at the rate of 
$1.50 per share, per quarter, on the 
4,731 shares of its cumulative pre- 
ferred stock, $6 series, now outstand- 
ing. The payment of the proposed 
two quarterly dividends * on such pre- 
ferred stocks will require a distribu- 
tion of $6,450.50 and $14,193, respec- 
tively, or a total of $20,643.50. 

A public hearing was held on the 





1As at August 31, 1940, International held 
76,235 shares, or 27.98 per cent, of the 272,500 
outstanding shares of common stock, no par 
jl aaa value 50 cents per share, of 
neral, . 
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2Such dividends represent the quarterly 
dividend payable May 1, 1940, and the quar- 
terly dividend payable August 1, 1940, both 
of * a are presently accumulated and un- 
paid. 
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declaration and on the application 
(which for purposes of the record 
have been consolidated) after appro- 
priate notice. No member of the pub- 
lic or representative of any pub- 
lic body requested to be heard. The 
Commission has considered the rec- 
ord in this matter and makes the fol- 
lowing findings: 


Background 


General is an investment company 
whose principal assets consist of a di- 
versified list of securities. Since 27.98 
per cent of its common stock is owned 
by International, it is a statutory sub- 
sidiary of a registered holding com- 
pany. Prior to the registration of 


International as a holding company, 
General had not segregated its surplus 
account between capital surplus and 
earned surplus, nor did it carry a re- 


serve to reduce its investments to cur- 
rent market prices. 

However, as of May 31, 1939, Gen- 
eral segregated its surplus account and 
created a reserve out of earned surplus 
so as to carry its investments at market 
prices as of May 31, 1939.5 

Since the restatement of the ac- 
counts, this Commission has approved 
the payment of three regular quarter- 
ly dividends on the $6 and $7 cumu- 
lative preferred stock totaling $10,- 
321.75 each, or an aggregate of $30,- 
965.25.* 


The Proposed Changes and Stock. 
holders’ Approval 


The elimination of the deficit in the 
earned surplus account will, among 
other things, obviate the necessity for 
further applications to this Commis. 
sion for approval of the payment of 
dividends on the preferred stocks out 
of capital surplus if there exists at the 
time of the declaration and payment 
thereof earned surplus accumulated 
subsequent to July 31, 1940, sufficient 
for the purpose. 

As a result of the change in the $6 
and $7 cumulative preferred stock, no 
par value, from a stated value of $50 
per share to a par value of $100 per 
share, such stock will be set forth in 
the accounts at liquidating value (ex- 
clusive of accrued dividends). 


It is proposed to accord to holders 
of the preferred stocks equal voting 
rights, share for share, with the com- 
mon stock on general corporate mat- 
ters and to accord to such holders the 
additional right to elect two or three 
directors (depending upon the size of 
the board of directors, which presently 
consists of five directors) in the event 
that General shall have failed to pay 
four full quarterly dividends upon the 
preferred stocks for four quarterly 
dividend periods. Furthermore, in 
the event General shall fail to pay 
twelve full quarterly dividends upon 
the preferred stocks for twelve quar- 





8 International registered as a holding com- 
pany under the Public Utility Holding Com- 
pany Act of 1935 on January 11, 1939. 

8a As at May 31, 1939, General had capital 
surplus of $1,668,646.30 and an earned surplus 
deficit of $921,469.98, or net surplus of $747,- 
176.32. As at July 31, 1940, capital surplus 
amounted to $1,617,037.55, and the earned sur- 
plus deficit amounted to $1,053,454.83, or net 
surplus of $563,582.72. 
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4Re Securities Corp. General (1939) File 
No. 51-21, Holding Company Act Release No. 
1704; Re Securities Corp. General (1939) 
File No. 51-23, Holding Company Act Re- 
lease No. 1775; Re Securities Corp. General 
(1940) File No. 51-36, Holding Company Act 
Release No. 1923. 

5 Presently the holders of the preferred 
stocks are only entitled to one vote per share 
at such time as a full year’s dividends are 10 
arrears. 
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terly dividend periods, the holders of 
the preferred stocks shall have the 
right to elect a majority of the board 
of directors. 

By changing the common stock 
from a stated value of 50 cents per 
share to a par value of $1 per share 
General estimates that a reduction of 
the annual franchise tax payable to the 
state of Virginia, under the present 
laws of that State, from $3,200 to 
$200 will result, or a saving of $3,000 
per annum. 

General proposes to call a special 


Assets 
Investments at market prices: 
Bonds 
Preferred stocks 
Common stocks 


Total assets 
Liabilities 
Loans payable to banks 
Preferred dividends payable 
Other liabilities 
Preferred stocks 
$7.00 Series, 1,843 shares 
$6.00 Series, 4,731 shares 
Common stock, 272,500 shares 
Surplus 
Capital 
Earned 


Total liabilities 


meeting of its stockholders at which 
all of the above proposals will be con- 
sidered. The proposals to eliminate 
the deficit and restate the preferred 
stocks are subject to approval by a 
majority vote of the common stock 
and the preferred stocks voting as 
classes, although at the present time 
the holders of the preferred stocks are 
not entitled to exercise any voting 
power. The proposals to accord vot- 
ing rights to the preferred stocks and 
to restate the common stock are sub- 
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ject to approval by a two-thirds vote 
of the common stock. 

The approval of the proposal to 
eliminate the deficit will require no 
further corporate action but the other 
proposals will be consummated only 
after appropriate amendment of the 
certificate of incorporation. 


Actual and Pro-forma Balance Sheets 
and Equity in Net Assets 


Following are condensed actual and 
pro-forma balance sheets of General 
as of July 31, 1940: 


Increase or 


Per Books (Decrease) Pro-forma 
$452,660 
135,194 
496,880 


$1,084,734 





$ 
(20,643) 
(53) 





$ (20,696) $1,131,260 


$85,000 
19,677 
184,300 


473,100 
272,500 


92,150 
236,550 
136,250 


1,617,038 


236,550 
136,250 


(1,520,355) 
1,053,455 


$(20,696) 








$1,151,956 $1,131,260 


The following tabulation sets forth 
the equity of the preferred and com- 
mon stocks in the net assets of Gen- 
eral, as of July 31, 1940, on a pro- 
forma basis: 


Investments (at market prices) ... $1,084,734 
Cash 27,985 
Other assets 18,541 

BO a. ree meena $1,131,260 
Less: Total liabilities 104,677 
Net assets $1,026,583 
Less: Par value of preferred stocks 657,400 
Balance for common $369,183 
Par value of common 272,500 
Balance, representing capital surplus $96,683 
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It will be noted from the foregoing 
that the net assets, based substantially 
on current market values of securities, 
equal 1.56 times the par and liquidat- 
ing values of the $7 series and the $6 
series, cumulative preferred stocks. 


Per Books 


Amount 

Loans payable to banks $85,000 
Cumulative Pfd. Stocks & 

$7.00 Series, 1,843 shs. .......... 


92,150 
$6.00 Series, 4,731 shs. .......... 


236,550 
$328,700 


Common stock? and surplus 
Common stock, 272,500 shs. ..... 
Surplus 
Capital surplus 
Earned surplus 


$136,250 


1,617,038 
(1,053,455) 


$699,833 
$1,113,533 


Actual and Pro-forma Capitalization 


The following tabulation sets forth 
the proposed changes in the capital. 
ization of General as of July 31 
1940: 


Increase or 
% (Decrease) 
7.63 $ 


Pro-forma 
Amount % 
$85,006 7.65 


—_— 


184,300 16.58 
473,100 42.56 


— 


$657,400 59.14 


— 


12.24 $136,250 $272,500 24.51 


145.22 (1,520,355) 8.70 
(94.61) 1,053,455 


62.85 (330,650) 369,183 3321 
$(1,950)8 $1,111,583 100.00 





8.28 92,150 
21.24 236,550 


$328,700 





29.52 














Although total common stock and 
surplus appears to decrease from 62.85 
per cent to 33.21 per cent as a result of 


the proposed adjustments, the appar- 
ent decrease is merely the result of cor- 
rectly stating the preferred stocks at 


Year Ended December 31 


1937 
Income: 


Dividends 
Interest 


100.00 
their liquidating value of $100 per 
share. 
Earnings 
The following condensed income 
statements set forth the earnings of 
General since 1937: 


Actual 
Year Ended Estimated 
7-31-40 1940 


$27,374 $23,946 
35,475 37,032 


1938 1939 


$48,954 $31,640 
18,107 25,945 





General expenses 
Taxes 
Interest 








$67,061 $57,585 


$15,988 $14,112 
4,893 5,678 
2,844 1,959 


$62,849 $60,978 


$13,556 $13,424 
: 4,297 
1,512 











1,512 
$20,292 





Net income 9 $61,758 
Net income times preferred dividend 
requirement 1.50 





$23,725 $21,749 $19,233 
$43,336 $35,836 $42,557 $41,74510 
1.05 87 1.03 1.01 





6 General proposes to change its preferred 
stocks from shares of no par value, stated 
value $50, to shares of $100 par value. 

7 General proposes to change its common 
stock from shares of no par value, stated value 
50 cents, to shares of $1 par value. 

8 Represents expenses incident to the read- 
justment to be charged to capital surplus. 

9Exclusive of net profits or (losses) on 


sale of securities charged to earned surplus 
or reserves: 
Year Ended December 31, 
1937 $( 62,843) 
(223,573) 
1939 (12,365) 
Year Ended July 31, 1940 1,598 
10Exclusive of estimated tax savings of 
$3,000.00, which will not be effective until 
January 1, 1941, 
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It is to be noted from the above 
tabulation that the annual dividend re- 
quirements on the preferred stocks of 
$41,287 were earned only 1.03 times 
for the year ended July 31, 1940, and 
will be earned only 1.01 times based on 
estimated net income for the year 
1940. If we add to the estimated net 
income for the year 1940 the estimat- 
ed annual savings ($3,000—to begin 
January 1, 1941) in taxes as a result 
of the change in the common stock 
from no par value to a par value of $1 
per share, we arrive at an adjusted net 
income figure of $44,745. This 
amount is only 1.08 times the annual 
dividend requirements on the pre- 
ferred stocks outstanding. 

The following tabulation indicates 
the sources from which General re- 
ceives its income: 


Portfolio July 31, 1940 

Income Producing Securities : 
Bonds 
Preferred stocks 
Common stocks 


Bonds 
Preferred stocks 
Common stocks 


It is evident from the above tabula- 
tion that a substantial portion of Gen- 
eral’s portfolio is in securities which 
are nonincome producing, and that 
General receives no income from se- 
curities which cost $3,039,582 and 
which had a market value as of July 
31, 1940, of $304,969. This accounts 
for the fact that while from an asset 





11 Based on twelve months’ income in 


amounts presently being paid. 
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standpoint the preferred stocks of 
General are covered approximately 
1.56 times, from an earnings stand- 
point the coverage is extremely nar- 
row. 


Statutory Conclusions under § 7 


[1, 2] As previously stated, General 
has filed a declaration pursuant to § 7 
of the act, 15 USCA § 79g, regarding 
the exercise of a privilege or right to 
alter the priorities, preferences, voting 
power, or other rights of the holders 
of its securities in the respects herein- 
above mentioned. In our opinion the 
declaration was properly filed and each 
of the matters covered thereby is sub- 
ject to the standards of § 7(e) (see 
Re Kinney [1939] 279 NY 423, 18 
NE(2d) 645). We again wish to 
call attention to the fact that General is 


Market Value 
July 31, 1940 


$450,635 
115,240 
213,890 
$779,765 
$ 2,025 
19,954 
282,990 
$304,969 


$1,084,734 


Estimated 
Income (1940) 12 


$39,990 
10,784 
12,772 


Cost 


an investment company and not a pub- 
lic utility company. Counsel for Gen- 
eral has filed an opinion that no state 
Commission has jurisdiction over any 
of the acts, the approval of which is 
sought herewith. Section 7(e) of the 
act provides that the Commission shall 
permit such declaration to become ef- 
fective unless it finds that there will 
result an unfair or inequitable dis- 
tribution of voting power, or that the 
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proposed changes are otherwise detri- 
mental to the public interest or the in- 
terest of investors or consumers. 
Without undertaking to decide the 
question of whether the adjustments 
result in an inequitable distribution 
of voting power, we will permit the 
declaration to become effective. (See 
Re Columbia Gas & E. Corp. (1939) 
4 SEC 400, 414, 28 PUR(NS) 476.) 
However, in permitting the declara- 
tion to become effective we reserve 
complete freedom of action under § 11 
(b) (2), 15 USCA § 79k (b) (2), 
with respect to any unfair or inequi- 
table distribution of voting power, 
whether now existing or created by the 
adjustments presently to be made. 
The Commission is in no sense pre- 
cluded from instituting at any time 
hereafter proceedings under § 11(b) 
(2), or from considering the ques- 
tion of the equitable distribution of 
voting power in connection with any 
other proceeding in which that matter 
may be germane. 

The elimination of the deficit of 
$1,053,454.83 will make it unneces- 
sary for General to retain earnings of 
this amount before the common stock 
would be in a position to receive divi- 
dends. Nevertheless, after the elimi- 
nation of the deficit, there will remain 
a common stock equity of $369,183 
as a cushion for the preferred stocks 
and the liquidating value of the pre- 
ferred stocks of $657,400 will be cov- 
ered approximately 1.56 times. 

[3] It should also be noted that 
General’s certificate of incorporation 
provides that no dividends may be de- 
clared or paid on the common stock 
which would reduce the earned sur- 
plus as of the date of declaration of 
such dividend below an amount equal 
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to the aggregate of three years’ diy;. 
dend requirements on the preferred 
stocks issued and outstanding as of the 
date of said dividend declaration. 
This requirement is presently $123. 
861 and represents approximately 19 
per cent of the total liquidating value 
of the preferred stocks. This amount 
of earned surplus will have to be ac- 
cumulated by General before any divi- 
dends can be declared on the common 
stock. Hence no common dividends 
can be paid which reduce the common 
equity below $493,044. Were the 
common equity to reach this amount 
General would have net assets equal to 
1.75 times the liquidating value of the 
preferred stocks. In our opinion, the 
protective equity available for the pre- 
ferred stocks should be in excess of 
this amount before distributions on the 
common stock should be permitted. 
Although dividend payments on the 
common stock seem remote at this 
time, it nevertheless appears that the 
interest of the preferred stockholders 
requires an effective limitation on 
common stock distributions. To this 
end our order will be conditioned re- 
quiring approval of this Commission 
prior to the declaration or payment of 
dividends by General on its common 
stock. 

[4] The practice of presenting ina 
balance sheet at $50 per share pre- 
ferred stocks with a liquidating value 
of $100 per share, is, in our opinion, 





12 Calculated as follows: 


$272,500 
96,683* 
123,861 


$493,044 


Common stock liability 
Capital surplus 
Earned surplus 


* Applicant has stipulated that no charges 
to capital surplus will be made except with 
prior approval of this Commission. 
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of doubtful propriety (cf. Accounting 
Release No. 9.). 

[5] Changing the common stock, no 
par value, from a stated value of 50 
cents per share to a par value of $1 
er share is not only in accordance 
with the clearly indicated policy of the 
act, but will result in substantial tax 
savings to General. 


Statutory Conclusions under § 12(c) 
and Rule U-12C-2 


[6] We are of the opinion that in 
a readjustment of this character, pro- 
vision for the accumulated dividends 
on the preferred stocks should be 
made. As we do not find that the pay- 
ment of the preferred dividends will 
impair the financial integrity of any 
company in the International holding 
company system or prejudice the 
working capital position of any public 
utility company in such system, we will 
approve the application for such pay- 
ment. We believe, however, that the 
proposed dividends aggregating $20,- 
645.50 should not be paid other than 
in connection with the general plan of 
readjustment of the accounts. 

In our previous orders permitting 
the payment of dividends on the pre- 
ferred stock,!® we imposed the follow- 
ing condition : 

“That the payment of the proposed 
dividends on the cumulative preferred 
stock, $7 series, and on the cumulative 
preferred stock, $6 series, shall be 
charged to capital surplus, and that 
the amount of such dividends so 
charged shall be restored to capital sur- 
plus from the first available net income 
after December 31, 1938.” 

No part of the dividends so charged 
against capital surplus has been re- 





18 See footnote 4, supra. 
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stored. However, in view of the re- 
adjustment now proposed, we are of 
the opinion that such restoration need 
no longer be made. General is, there- 
fore, excused from the performance of 
the above-stated condition. 


Conditions 


The declaration will be permitted to 
become effective, and the application 
will be approved, subject, however, to 
the following conditions: 

(1) That no dividends shall be de- 
clared or paid by General on its com- 
mon stock without prior approval of 
this Commission ; 

(2) That no charges shall be made 
to capital surplus without the prior ap- 
proval of this Commission ; 

(3) That the proposed dividend 
payment on the $7 series and $6 series 
cumulative preferred stock shall not 
be made until such time as all the pro- 
posed readjustments set forth in the 
declaration shall have been consum- 
mated; 

(4) That General mail to the $7 
series cumulative preferred and the $6 
series cumulative preferred, stockhold- 
ers, and to the common stockholders, 
concurrently with the solicitation of 
proxies for approval of the proposed 
readjustments, a copy of this Commis- 
sion’s findings and opinion in this mat- 
ter ; 

(5) That General within ten days 
after the payment of the dividends on 
the preferred stocks and the consum- 
mation of the proposed readjustments 
file with this Commission a certificate 
of notification showing that such divi- 
dends were declared and paid and such 
readjustments consummated in ac- 
cordance with the terms and condi- 
tions of and for the purposes repre- 
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sented by said application and declara- 
tion, and a statement of all expenses 
paid or incurred in connection there- 
with. 

An appropriate order will issue. 


By the Commission, Commissioners 
Healy and Henderson being absent 
and not participating. 


ORDER 


Securities Corporation General, a 
subsidiary of International Utilities 
Corporation, a_ registered holding 
company, having filed (1) a declara- 
tion pursuant to § 7 of the act regard- 
ing (a) the elimination of the deficit 
in its earned surplus account by a 
charge against capital surplus, (b) a 
change in its $7 and $6 cumulative 
preferred stock, no par value, from 
a stated value of $50 per share to a 
par value of $100 per share, (c) the 
giving of certain voting rights to its 
$7 and $6 cumulative preferred stock, 
and (d) a change in its outstanding 
common stock, no par value, from a 
stated value of 50 cents per share to a 
par value of $1 per share; and (2) an 
application pursuant to § 12(c) of the 
act and Rule U-12C-2 adopted there- 
under for approval of the declaration 
and payment out of capital or un- 
earned surplus (a) of two quarterly 
dividends at the rate of $1.75 per 
share, per quarter, on 1,843 shares of 
its $7 cumulative preferred stock, now 
outstanding, and (b) of two quarterly 
dividends at the rate of $1.50 per 
share, per quarter, on the 4,731 shares 
of its $6 cumulative preferred stock, 
now outstanding ; 

A public hearing having been held 
upon such application and declaration 
after appropriate notice, the Commis- 


sion having examined the record and 
having made and filed its findings 
and opinion herein; 

It is ordered that said declaration be 
and the same hereby is permitted to 
become effective and that said applica- 
tion be and the same hereby is ap. 
proved, subject to the following con- 
ditions : 

(1) That no dividends shall be de- 
clared or paid by General on its com- 
mon stock without prior approval of 
this Commission ; 

(2) That no charges shall be made 
to capital surplus without the prior ap- 
proval of this Commission ; 

(3) That the proposed dividend 
payment on the $7 series and $6 series 
cumulative preferred stock shall not 
be made until such time as all the pro- 
posed readjustments set forth in the 
declaration shall have been consum- 
mated ; 

(4) That General mail to the $7 
series cumulative preferred and the $6 
series cumulative preferred, stock- 
holders, and to the common stockhold- 
ers, concurrently with the solicitation 
of proxies for approval of the pro- 
posed readjustments, a copy of this 
Commission’s findings and opinion in 
this matter ; 

(5) That General within ten days 
after the payment of the dividends on 
the preferred stocks and the consum- 
mation of the proposed readjustments 
file with this Commission a certificate 
of notification showing that such divi- 
dends were declared and paid and such 
readjustments consummated in ac- 
cordance with the terms and conditions 
of and for the purposes represented 
by said application and declaration, 
and a statement of all expenses paid or 
incurred in connection therewith. 
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Amended Order 


The Commission having on Sep- 
tember 19, 1940, permitted a declara- 
tion, regarding (a) the elimination of 
the deficit in its earned surplus ac- 
count by a charge against capital sur- 
plus, (b) a change in its outstanding 
$6 and $7 cumulative preferred stock, 
no par value, from a stated value of 
$50 per share to a par value of $100 
per share, (c) the giving of certain 
voting rights to its $6 and $7 cumula- 
tive preferred stock, and (d) a change 
in its outstanding common stock, no 
par value, from a stated value of 50 
cents per share to a par value of $1 
per share, filed by Securities Corpora- 
tion General, a subsidiary of Interna- 
tional Utilities Corporation, to become 
effective; and 

Counsel for Securities Corporation 
General having, since that date, filed 


an amended opinion of counsel, and 
having stated in such amended opin- 
ion that the proposal to accord voting 
rights to the preferred stocks is, under 
the laws of Virginia, subject to ap- 
proval by 90 per cent of the common 
stock rather than subject to the ap- 
proval of two thirds of the common 
stock as previously stated by him: 

It is therefore ordered that the last 
sentence of the eleventh paragraph of 
the findings and opinion of the Com- 
mission in this matter, dated Septem- 
ber 19, 1940, be and the same is hereby 
amended to read as follows: 


“The proposal to accord voting 
rights to the preferred stocks is sub- 
ject to approval by 90 per cent of the 
common stock and the proposal to re- 
state the common stock is subject to 
approval by two-thirds vote of the 
common stock.” 





PENNSYLVANIA SUPERIOR COURT 


Harley D. 


Carpenter 


Public Utility Commission 


(— Pa Super Ct —, 15 A(2d) 473.) 


Discrimination, § 1 — Definition — Rates and service. 


1. The discrimination in utility rates and service prohibited by statute is one 
that is unreasonable and without factual basis, p. 113. 


Appeal and review, § 48 — Scope of review — Rate and service classifications — 


Commission findings. 


2. An appellate court cannot disturb Commission findings with respect to 
the reasonableness of electric service classifications and differences between 
the rates in the respective classes in so far as such questions are adminis- 


trative and factual, p. 114. 
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Discrimination, § 53.1 — Classification of customers — Rates — Electricity, 


3. An electric company is not unlawfully discriminating against one engaged 
in the business of distributing electric current for light, heat, and power and 
granting an unreasonable preference to an electric codperative association 
by selling current to the latter at a lower rate, although the former buys more 
current each month, where the evidence shows a difference in service con- 
ditions, points of delivery, and apparatus furnished, p. 114. 


[October 2, 1940. Rehearing denied October 19, 1940.] 


~~ from order dismissing complaint of unlawful discrim- 
ination in electric rates and service; affirmed. 


Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
Parker, Rhodes, and Hirt, JJ. 


APPEARANCES: Walter J. McClin- 
tock, of Meadville, and John M. 
Walker, of Pittsburgh, for appellant; 
Samuel Graff Miller, Assistant Coun- 
sel, and Harry M. Showalter, Counsel, 
both of Harrisburg, for intervener; 
C. O. Tayntor, Charles H. English, 
and English, Quinn, Leemhuis & 


Tayntor, all of Erie, for appellee. 


CUNNINGHAM, J.: Harley D. Car- 
penter, appellant herein, is engaged in 
the business of distributing electric 
current, for light, heat, and power, to 
the public in a number of townships 
and boroughs in Crawford county, 
through eleven small companies owned 
or controlled by him. He purchases 
the current from Pennsylvania Elec- 
tric Company under a contract based 
upon “Rate I” of that company’s filed 
tariff, Electric, Pa., P. U. C. No. 34. 

In September, 1938, Carpenter 
filed a complaint with the Pennsyl- 
vania Public Utility Commission 
charging that the Pennsylvania Elec- 
tric Company is unlawfully discrim- 
inating against him and granting an 
unreasonable preference to the North- 
western Rural Electric Cooperative 


36 PUR(NS) 


Association of Saegerstown, in that, 
under Supplement No. 5 to its tariff, 
Pa. P. U. C. No. 36, it is selling cur- 
rent to the latter at a rate about 33} 
per cent lower than the rate charged 
appellant, although he is buying more 
current each month than the codpera- 
tive association. 


The Pennsylvania Electric Company 
replied that its refusal to apply its 
Supplement No. 5 rate to the service 
rendered appellant is due to the differ- 
ence in service conditions, points of 
delivery and apparatus furnished, and 
averred that no unlawful discrimina- 
tion existed. After the taking of evi- 
dence at several hearings the Commis- 
sion made an order dismissing the 
complaint and this appeal followed. 
The principles of law by which we are 
to be guided in disposing of it have 
been definitely established. 

Section 304 of Art. III of the Pub- 
lic Utility Law of May 28, 1937, P.L. 
1053, 66 PS § 1144, provides in part: 
“No public utility shall, as to rates, 
make or grant any unreasonable pref- 
erence or advantage to any person, cor- 
poration, or municipal corporation, or 
subject any person, corporation, or 
municipal corporation to any unrea- 
sonable prejudice or disadvantage. No 
public utility shall establish or main- 


112 





CARPENTER v. PUBLIC 


tain any unreasonable difference as to 
rates, either as between localities or as 
between classes of service.” 

A similar provision forbidding dis- 
crimination was contained in the prior 
Act of July 26, 1913, P.L. 1374, Art. 
III, § 8, 66 PS § 262. 


[1] Both at common law and un- 
der our statutes, the discrimination 
forbidden is one that is unreasonable 
and without factual basis. Alpha 
Portland Cement Co. v. Public Service 
Commission (1925) 84 Pa Super Ct 
255, 270. In that case, Gawthrop, 
J., speaking of similar provisions in 
prior statutes, said at p. 272 of 84 Pa 
Super Ct: “[The act] contains no re- 
quirement that rates for different 
classes of service be either uniform or 
equal, or even equally profitable to the 
utility. The requirement is merely 
that rates for one class of service shall 


not be unreasonably prejudicial and 
disadvantageous to a patron in any 


other class of service. Before a rate 
can be declared unduly preferential and 
therefore unlawful, it is essential that 
there be not only an advantage to one, 
but a resulting injury to another. Such 
an injury may arise from collecting 
from one more than a reasonable rate 
to him in order to make up for inade- 
quate rates charged to another, or be- 
cause of a lower rate to one of two 
patrons who are competitors in busi- 
ness. There must be an advantage to 
one at the expense of the other.” See, 
to the same effect, American Lime & 
Stone Co. v. Public Service Commis- 
sion (1930) 100 Pa Super Ct 158, 
161; Hunter v. Public Service Com- 
mission (1933) 110 Pa Super Ct 589, 
595, 596, 2 PUR(NS) 285, 168 Atl 
541; Reading Coach Co. v. Public 
Service Commission (1937) 125 Pa 
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Super Ct 493, 497, 190 Atl 172; Penn- 
sylvania R. Co. v. Public Utility Com- 
mission (1939) 135 Pa Super Ct 5, 
18, 4 A(2d) 622. 

As it is conceded the rate charged 
the cooperative association under Sup- 
plement 5 to tariff No. 36 is approxi- 
mately one-third less than the rate 
charged appellant under “Rate I” of 
tariff No. 34, it is unnecessary to en- 
ter into a technical description of the 
differences in the two rates. Each 
has a demand charge, per month, per 
kilowatt and a graduated energy 
charge, per kilowatt hour. 

The respondent company has pro- 
vided in its tariffs that “Rate I” is 
“available throughout its territory for 
power and incidental lighting for loads 
of not less than 25 kilowatts at 2200 
volts or over.” Supplement No. 5 
to tariff No. 36 was evidently designed 
for a special class of purchasers, viz., 
“rural electric cooperative associa- 
tions.” The following excerpts from 
the supplement indicate the extent and 
character of the service to which it is 
intended to apply: 

“Service to: The Northwestern Ru- 
ral Electric Codperative Association ; 
The Central Rural Electric Codpera- 
tive Association; Southwest-Central 
Rural Electric Codperative Associa- 
tion. 

“Character of Service: Alternating 
current, 60-cycle, voltage and phase to 
be those available on the company’s ex- 
isting system at the point of connec- 
tion. The company shall not be re- 
quired to deliver service at less than 
2,300 volts or more than 33,000 volts 
nominal line voltage.” 

A further limitation of the service 
reads: “Availability: Available for 
service to rural codperative nonprofit 
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associations, when taking their entire 
requirements from the company. This 












service classification shall apply sepa- 


rately to each point of delivery.” 

The Northwestern Rural Electric 
Cooperative Association is a nonprofit 
association organized under the Act 
of June 7, 1887, P.L. 365, 14 PS § 1, 
supplemented as to electric cooperative 
associations by the Electric Codpera- 
tive Corporation Act of June 21, 1937, 
P.L. 1969, 14 PS § 251 et seq. It 
is a part of the Federal Rural Elec- 
trification Administration set up by 
Congress through the Rural Electrifi- 
cation Act of 1936, May 20, 1936, 
chap. 432, § 1, 49 Stat 1363, 7 US 
CA § 901. 


Briefly stated, appellant’s contention 
is that the respondent electric compa- 
ny is legally bound to furnish him the 
service he is now taking at the same 
rates it is charging the codperative as- 
sociation. 

[2, 3] In rejecting this contention 
and holding, as a matter of law, that 
the refusal of the respondent company 
to apply the rates specified in its Sup- 
plement No. 5 to the energy sold by it 
to appellant does not constitute an un- 
reasonable preference to the codpera- 
tive association nor subject appellant 
to an unreasonable prejudice or disad- 
vantage, the Commission made these 
findings: “The conclusion is inescapa- 
ble that the character of service ren- 
dered the complainant at the five points 
of delivery and the class of consumers 
served by him through his wholly 
owned eleven electric utilities are dis- 
similar to the character of service and 
class of consumers of the codperative 
association—first, upon the class and 
type of consumer served ; second, with 
respect to the requirement of the co- 
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Operative’s providing its own trans. 
forming and appurtenant equipment: 
and third, with respect to the question 
of minimum and maximum demand 
imposed upon respondent’s system.” 

Under these findings our review js 
limited to a determination of whether 
or not there is in the record competent 
and substantial evidence to support the 
Commission’s findings. Alpha Port. 
land Cement Co. v. Public Service 
Commission, supra, 84 Pa Super Ct at 
p. 272. Inso far as the reasonableness 
of the classification of services here 
involved, and of the differences be- 
tween the rates in the respective 
classes, is an administrative or factual 
question, we cannot disturb the Com- 
mission’s findings thereon, if sup- 
ported by competent evidence. Amer- 
ican Lime & Stone Co. v. Public Serv- 
ice Commission, supra, 100 Pa Super 
Ct at p. 162; Hunter v. Public Service 
Commission, supra, 110 Pa Super Ct 
at p. 598. 

The record contains competent evi- 
dence of these facts: Appellant pur- 
chases current from respondent at five 
separate points in Crawford county, 
viz., (1) west of Espyville village, 
(2) south of Harmonsburg borough, 
(3) near the boundary of West Mead 
and West Fairfield townships, (4) 
Sparta township, and (5) Saegerstown 
borough, at a voltage of 6,900 and at 
one place at 2,200 volts. 

The contract between appellant and 
respondent provides that the meter 
readings at the several points of de- 
livery shall be totaled, and the rates 
computed as if purchased at one 
point. His patrons total 2,604, com- 
prised of 819 residential consumers, 
1,550 rural, 204 commercial, and 31 
industrial. 
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The cooperative association fur- 
nishes current to members only, num- 
bering approximately 1,600; it serves 
farms and rural areas exclusively, and 
has no industrial consumers. The 
association takes its entire require- 
ment from the Pennsylvania Electric 
Company at a single point, near Sae- 
gerstown borough and at a voltage of 
33,000. 

The contract between respondent 
and the codperative provides that the 
association shall install and maintain 
all fuses, switches, transformers, or 
other apparatus which may be neces- 
sary at the point of connection of the 
respondent’s lines with those of the 
association. The power company’s 
contract with appellant contains no 
such provision, thereby placing the 
duty of supplying connecting facilities 
at the points of service on it. 

Although appellant, over a period 
covering 1937 and 1938, purchased 
approximately two and one-half times 
as much current as the cooperative, in 
terms of kilowatt hours; the maxi- 
mum and minimum demands at the 
five points of delivery to him were not 
coincident ; they occurred in different 
months. Furthermore, the total maxi- 
mum and minimum demands billed ap- 
pellant occurred in different months of 
the year than similar total billings to 
the codperative association. For in- 
stance, appellant’s total maximum oc- 
curred in August, while codperative’s 
came in December. 


Respondent’s engineer and _ vice 
president estimated appellant would 
have to install equipment costing $94,- 
985, in order to receive service at high 
voltage at a single metering point, 
thereby making his system substantial- 
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ly the same as that of the codperative. 

A mathematical illustration of the 
contention between appellant and the 
respondent company is found in re- 
spondent’s Exhibits Nos. 2 and 3— 
110a and 1lla. For the month of 
September, 1938, appellant was billed 
for $4,130.09—Exhibit No. 3. Ex- 
hibit No. 2 is a statement, prepared 
by appellant and submitted to re- 
spondent, setting forth appellant’s cal- 
culation of the amount which would 
have been due respondent if appellant’s 
consumption for that month had been 
billed at the rates sets forth in Supple- 
ment No. 5. That amount would have 
been $2,928.49 for current, but the 
statement contains the following ad- 
ditional item: “Plus 10 per cent for 
transformation because of using 6,900 
volts instead of 33,000 volts and not 
purchasing total energy at one point.” 
Respondent contends (and there is 
force in the suggestion) that the inclu- 
sion by appellant of this additional 
item is a concession upon his part that 
there is a material difference between 
the conditions under which service is 
rendered the cooperative and those at- 
tendant upon the service supplied to 
him. 

At the time of the hearings appel- 
lant and the codperative were not in 
competition, and the territories each 
served did not coincide. 

To summarize, the record discloses 
these differences in class and type of 
the service rendered appellant and that 
given the cooperative. The cooperative 
is a nonprofit association, operating 
in rural areas only, serving only mem- 
bers of the association, taking all its 
energy at one point and at a higher 
voltage, and bound by its contract to 
provide and maintain all necessary 
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transformer facilities between it and 
the respondent ; in addition, the maxi- 
mum and minimum demands of ap- 
pellant and the association occur in 
different months. Obviously, these 
differences all have a material bear- 
ing, although they may vary in weight, 
on the cost to respondent of the serv- 
ice rendered, and hence on the reason- 
ableness of the rate charged. 

Our review of the record has con- 
* vinced a majority of our members 
there is evidence to sustain the Com- 
mission’s conclusion that the refusal 
to bill appellant under Supplement No. 
5 is justified by a substantial difference 
in the type and conditions of the re- 
spective services rendered. 

Neither the provision of § 32 of 
the Act of June 21, 1937, P.L. 1969, 


supra, 14 PS § 282, reading: “Ay 
corporations organized under this act 
shall be exempt in any and all respects 
from the jurisdiction and control of 
the Pennsylvania Public Utility Com. 
mission of this commonwealth,” nor 
the similar provision in our Public 
Utility Law of May 28, 1937, PL, 
1053, supra, 66 PS § 1102 (17), is in- 
volved in this case—the electric codp- 
erative association is not a party—and 
we express no opinion upon the va- 
lidity of either. 

The conclusion of a majority of this 
court is that the findings of the Com- 
mission are supported by substantial 
and competent evidence and that no er- 
ror of law has been committed. 

Order affirmed at the costs of appel- 
lant. 
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West Penn Railways Company 


Pennsylvania Public Utility Commission 


(— Pa Super Ct —, 15 A(2d) 539.) 
Service, § 65 — Powers of Commission — Abandonment — Street railways — 


Conditions imposed. 


1. The Commission’s power to impose conditions, in approving abandon- 
ment of a portion of street railway lines and service, is not limited to mat- 
ters of service, but the Commission may impose conditions relating to pub- 


lic safety, p. 119. 


Appeal and review, § 19 — Scope of review — Assignments of error. 


2. The scope of an appeal is limited to the statement of questions involved, 
and only assignments of error encompassed therein may be considered, 


p. 120. 


Commissions, § 17 — Express and implied powers. 


3. The Commission’s power to act must be found in the express words of 
the statute or in the necessary implication thereof, p. 121. 


Street railways, § 15 — Abandonment — Restoration of highway. 


4. It is a street railway’s common-law duty, upon abandonment of its tracks 
and service, to remove the tracks and restore the invaded highway, p. 122. 
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Service, § 65 — Powers of Commission — Abandonment — Street railways. 
5. The Public Utility Law, § 203 (a), authorizing the Commission to im- 
pose conditions upon the abandonment of street railway lines and service 
so as properly to safeguard the public interest as to safety, applies not only 
to that portion of the public which the company serves but also to the 
general public which may come in contact with the facilities of the com- 
panies, p. 122. 


Statutes, § 17 — Construction. 


6. No word of a statute is to be left meaningless unless no other construc- 
tion is possible, p. 122. 


Service, § 249 — Abandonment — Terms and conditions — Resurfacing of 
highways. 
7. The Commission properly required a street railway company to remove 
its tracks and rail heads and to resurface between the rails upon abandon- 
ment of its lines and service where the evidence showed the portion of the 
highway occupied by the tracks to be dangerous to the traveling public in 
that the tracks impaired vehicular traffic, p. 122. 


Appeal and review, § 53 — Commission orders — Duty to affirm. 
8. A Commission order based on competent and relevant evidence will not 
be disturbed by an appellate court unless it is so capricious, arbitrary, and 
unreasonable, as to amount to error of law or a violation of constitutional 
rights, p. 122. 


Service, § 65 — Powers of Commission — Abandonment — Imposition of con- 
ditions. 
9. The imposition of conditions for removal of hazards and resulting dan- 
gers, in permitting abandonment of street railway service, is proper and 
within the power of the Commission if there is evidence to support them 
and if they are just, reasonable, and proper under the franchises, contracts, 
and common-law duties of the utility, p. 125. 


Service, § 243 — Abandonment — Terms and conditions — Contracts and fran- 
chises. 


10. The Commission, in determining what conditions may be justly and 
reasonably attached to a certificate for abandonment of street railway serv- 
ice, may consider the franchises and contracts of the street railway com- 
pany with the municipality, p. 125. 


Service, § 65 — Powers of Commission — Abandonment — Street railways — 
Imposition of conditions. 


11. The Commission may, in granting a certificate for abandonment of 
street railway service, attach reasonable conditions to its consent, so long 
as they are proper under the company’s franchise or under contracts pre- 
viously entered into by the company with the various municipal authorities, 
p. 125. 


[October 7, 1940.] 


F. ee from supplemental order of Commission promulgat- 
ing conditions to its consent to abandonment of street rail- 
way system, requiring removal of rails and ties and resurfacing 
of highways; affirmed. 
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Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
Parker, Rhodes, and Hirt, JJ. 

APPEARANCES: Edward O. Tabor 
and Charles L. McCormick, both of 
Pittsburgh, for appellant; Solomon 
Freedman, Legal Assistant, Samuel 
Graff Miller, Assistant Counsel, and 
Harry M. Showalter, Counsel, all of 
Harrisburg, for Public Utility Com- 
mission; Thomas C. Evans, Principal 
Legal Assistant, Harry K. Daugherty, 
Counsel, Department of Highways, 
both of Harrisburg, George W. Keitel, 
Assistant Deputy Attorney General, 
and Claude T. Reno, Attorney Gen- 
eral, for Highway Department; Wal- 
ter P. Smart, County Solicitor, and 
Frank Butler, Assistant County So- 
licitor, both of Pittsburgh, for Alle- 
gheny County. 


Ruopes, J.: This is the second 
time this case has been brought before 
us by the West Penn Railways Com- 
pany, the appellant. On the first ap- 
peal we set aside six conditions in the 
order of the Commission, and remitted 
the record for further hearing; our 
opinion is reported in West Penn R. 
Co. v. Public Utility Commission 
(1939) 135 Pa Super Ct 89, 29 PUR 
(NS) 22, 4 A(2d) 545, and the es- 
sential facts appearing in the record 
are stated therein. 

On appeal from the Commission’s 
first order we granted a supersedeas on 
June 2, 1938, allowing appellant to 
cease its operations in the McKeesport 
division upon its executing a $70,000 
bond conditioned upon the perform- 
ance by appellant of such obligations 
as to removal of facilities, paving, and 
burning off rail heads as might be 
finally determined upon appeal, and 
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conditioned further that it kept its 
rails, paving, and facilities along the 
line of its tracks here involved in safe 
condition. Upon remission of the rec. 
ord, the Commission thereafter set the 
case down for further hearing to de. 
termine what, if any, conditions were 
to be imposed upon appellant in grant. 
ing approval of abandonment in the 
McKeesport division outside the city 
of McKeesport ; the conditions to be in 
conformity with existing franchises, 
contractual obligations, and legal dv- 
ties of appellant, and such as would not 
“raise the standard of [appellant's] 
duty fixed by law,” or “interfere with 
the constitutional and statutory pow- 
ers of the municipalities.” 

At the rehearing on May 10, 1939, 
the department of highways, county of 
Allegheny, and municipal subdivisions 
affected by the abandonment of appel- 
lant’s line appeared as interested par- 
ties. Testimony was taken with re- 
spect to conditions of the tracks, etc., 
and appellant’s franchises and con- 
tracts with municipal authorities were 
put in evidence. At the rehearing 
there was ample testimony showing 
that the abandoned track area involved 
caused hazard to the traveling public. 

Based on the evidence, the Commis- 
sion, by the supplemental order dated 
December 18, 1939, promulgated 
twelve conditions to its consent to 
abandonment by appellant of the Mc- 
Keesport division outside the city of 
McKeesport, requiring removal of 
tracks, ties, and other facilities, re- 
moval and burning off rail heads, pav- 
ing, resurfacing between rails where 
conditions of the road bed were haz- 
ardous to public travel, and in some 
cases the granting of quitclaim deeds 
of rails and ties to municipalities, such 
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procedure to be optional with appel- 
lant in lieu of removing such rails and 
ties and resurfacing the affected area, 
and surrendering existing franchises. 
From this supplemental order appel- 
lant took this appeal. The department 
of highways and the county of Al- 
legheny intervened as appellees. 
Appellant, prior to the second hear- 
ing before the Commission, in pursu- 
ance to the above supersedeas, removed 
certain essential portions of its track 
and facilities and presently maintains, 
as part of its argument, that, since ap- 
pellant has ceased to operate its facili- 
ties in the McKeesport division of ap- 
pellant company, it is there not a pub- 
lic utility within the meaning of the 
Public Utility Law of May 28, 1937, 
P.L. 1053, as amended, 66 PS § 1101 
et seq.; that the Commission’s juris- 
diction in the present case is limited to 
transportation service; and that the 
moment such service ended the juris- 
diction of the Commission ended. 
But the questions involved as stated 
by appellant present no question not 
raised by it in the first appeal." We 
held in West Penn R. Co. v. Public 
Utility Commission, supra, 135 Pa 
Super Ct at p. 100, 29 PUR(NS) at 
p. 29, that: “The Commission may, 
under § 203(a), 66 PS § 1123(a), 
of the Public Utility Law, attach con- 
ditions to abandonment of the tracks 
and service of a street railway com- 
pany, but such conditions cannot raise 
the standard of duty fixed by law. 
The conditions which may be imposed 
must be reasonable and be supported 


by the evidence, and they cannot inter- 
fere with the constitutional and statu- 
tory powers of the municipalities.” 
We did not sustain the conditions in 
the order, but we remitted the record 
that the Commission might attach 
proper conditions to its consent to the 
abandonment of a portion of appel- 
lant’s line and service, and we held that 
the Commission could take into con- 
sideration appellant’s franchises and 
contractual obligations so that such 
conditions might be proper under the 
franchises and contracts which it had 
with various municipal authorities. 
[1] Here, as on the first appeal, 
appellant argues that the Commission 
may not legally condition abandon- 
ment except as the conditions are re- 
lated to service. We repudiated ap- 
pellant’s previous argument that there 
was any such limitation of the Com- 
mission’s powers, and we do so again. 
An appellant, for the second time 
in this controversy, questions the 
Commission’s jurisdiction and power 
to impose, in effect, any conditions, 
and presents the same argument in 
extenso as it offered to us before. 
Appellant does not submit as a 
question involved the justness or rea- 
sonableness of the conditions imposed 
by the Commission in its supplemen- 
tal order of December 18, 1939, but 
again argues that they are unjust and 
unreasonable because beyond the pow- 
er of the Commission to impose. 
The power of the Commission, in 
granting a certificate of public con- 
venience for abandonment, to impose 





1In the first appeal, No. 55, April Term, 
1939, the second question involved, as stated 
by appellant, related to the Commission’s ju- 
risdiction. In the present appeal the three 
questions involved, as stated by appellant, all 
pertain to the Commission’s jurisdiction. 

Appellant uses the term “jurisdiction” as 


relating to the Commission’s power “after 
abandonment.” On page 22 of appellant’s 
brief in the present case it says: “The issue 
is: Does the Public Utility Commission have 
jurisdiction to determine those paving obliga- 
tions after abandonment, and to enforce 
them?” 
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conditions not confined to service was 
decided in appellant’s first appeal. The 
Commission’s power to impose condi- 
tions in granting approval of aban- 
donment of a portion of appellant’s 
line and service under §§ 202 and 203 
of the Public Utility Law of May 28, 
1937, PL 1053, 66 PS §§ 1122, 
1123, is not limited to matters of serv- 
ice, but conditions may on proper oc- 
casion relate to the safety of the pub- 
lic. 

[2] If we erred in holding in West 
Penn R. Co. v. Public Utility Com- 
mission, supra, that the Commission 
had this power, and in remitting the 
record for the imposition of proper 
conditions (which direction the Com- 
mission now has followed), then ap- 
pellant should have sought a review 
of our decision by the supreme court 
of Pennsylvania. No petition for an 


allocatur was presented to the supreme 


court, nor did appellant seek a reargu- 
ment before us. Without going fur- 
ther, this appeal might well be dis- 
missed. See Eaton v. New York Life 
Ins. Co. (1935) 318 Pa 532, 179 Atl 
67; Ottman v. Albert Co. (1937) 327 
Pa 49, 60, 61, 192 Atl 897 (concur- 
ring opinion); Reamer’s Estate 
(1938) 331 Pa 117, 124, 200 Atl 35, 
119 ALR 589; Bolton v. Hey (1895) 
168 Pa 418, 421, 31 Atl 1097; Cowen 
v. Pennsylvania Plate Glass Co. 
(1898) 188 Pa 542, 544, 41 Atl 615. 
It is elementary that the scope of an 
appeal is limited to the statement of 
questions involved, and only assign- 
ments of error encompassed therein 
may be considered. Commonwealth 
v. Cauffiel (1929) 298 Pa 319, 148 
Atl 311. 

We are inclined to believe that ap- 
preciation of the issue has been ob- 
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scured rather than simplified by ap. 
pellant’s argument. One of its cop. 
tentions throughout this controversy, 
and in both appeals, has been that the 
Commission has no jurisdiction over 
appellant’s “paving obligations after 
abandonment,” or that the Commis. 
sion has no authority to fix paving and 
rail removal conditions after aban- 
donment. We think the real issue may 
be stated thus: Can the Commission 
impose just and reasonable conditions 
in granting a certificate of public con- 
venience evidencing the approval of 
the Commission for a public utility to 
abandon a part of its line and service, 
which conditions are not confined to 
transportation services, but relate to 
the safety of the general traveling pub- 
lic? Appellant’s position on this basic 
question may be found in its argument 
that “the instant it abandoned service 
[which was by virtue of the super- 
sedeas], it ceased to be a utility, with- 
in the meaning of the statute”; that 
“the Commission has jurisdiction over 
the safety of that part of the ‘public’ 
who are patrons that use the facilities 
of the utility, as distinguished from 
the safety of the general public”; that 
“since there are here no patrons whose 
safety the Commission is to guard, 
there is no ‘safety’ which is under the 
Commission’s jurisdiction”; that the 
“condition of a highway not connected 
with public service is no concern 0: 
the Commission.” 

The questions involved as stated by 
appellant and the argument which is 
predicated thereon appear to be based 
on an erroneous assumption that the 
conditions imposed by the Commis- 
sion are after abandonment, or have 
no relation to abandonment. Appel- 
lant ignores the fact that the Commis- 
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sion’s order related to appellant as an 
operating company, and not as a utility 
which had previously been permitted 
by the Commission unconditionally to 
cease operations. The conditions 
which the Commission has imposed in 
its supplemental order are also part of 
the order allowing abandonment; they 
are not conditions imposed after aban- 
donment; they are an integral part of 
the order. Appellant would accept 
that portion of the order of the Com- 
mission which permits abandonment, 
and repudiate the balance ; it would ac- 
cept the privileges advantageous and 
profitable to itself, and refuse to per- 
form the reciprocal duties and obliga- 
tions which the Commission has found 
to be necessary in the public interest 
and for the maintenance of the public 
safety. 

Appellant argues that it is not an op- 
erating public utility in the division 
involved; that it has stopped doing 
business ; and that therefore all super- 
vision and all regulation by the Com- 
mission has ceased. Under the sub- 
terfuge of discontinuance of service 
it attempts to escape the operation of 
the Public Utility Law. It seems un- 
mindful that this court granted appel- 
lant a supersedeas pending disposition 
of the case. Clearly the supersedeas 
did not imply that discontinuance of 
service should be divorced from the 
conditions deemed reasonable in con- 
nection with the abandonment of the 
trolley service, but on the contrary 
definitely directed appellant to keep its 
facilities in safe condition pending 
final determination, and was condi- 
tioned upon its performance of such 
obligations as to the removal of facil- 
ities, paving, and burning off rail 
heads as might be determined. See 
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Art. 11, § 1103, of the Public Utility 
Law of May 28, 1937, P.L. 1053, 66 
PS § 1433. However, appellant seeks 
to use the present status, which is by 
virtue of the supersedeas, as a defense 
to the performance of any conditions. 
It would be a new doctrine which 
would permit a public utility to escape 
its obligations under the statute by 
merely discontinuing service. Like- 
wise, it would be an anomalous situa- 
tion to permit a public utility to be 
given the right to discontinue service 
because of a supersedeas, granted by 
the grace of this court, by which 
rights, later to be determined, were 
frozen, and then accept the argument 
on the part of the public utility to say 
that it is therefore no longer under the 
jurisdiction of the Commission or sub- 
ject to the Public Utility Law because 
it has discontinued service. 

[3] We are not unmindful that the 
Commission’s power to act must be 
found in the express words of the stat- 
ute or in the necessary implication 
thereof. Philadelphia City Passenger 
R. Co. v. Public Service Commission, 
271 Pa 39, 54, PUR1921E, 581, 114 
Atl 642; West Penn R. Co. v. Public 
Utilities Commission, supra, 135 Pa 
Super Ct at p. 99. The Public Utility 
Law, supra, Art. 2, § 202, 66 PS 
§ 1122, so far as pertinent to the 
propriety of the supplemental order, 
provides: ‘Upon approval of the 
Commission, evidenced by its certifi- 
cate of public convenience first had 
and obtained, and upon compliance 
with existing laws, and not otherwise, 
it shall be lawful: (d) For 
any public utility to dissolve, or to 
abandon or surrender,-in whole or in 
part, any service, right, power, fran- 
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203(a), 66 PS § 1123(a), of this act 
also provides: “A certificate of pub- 
lic convenience shall be granted by or- 
der of the Commission, only if and 
when the Commission shall find or 
determine that the granting of such 
certificate is necessary or proper for 
the service, accommodation, conven- 
ience, or safety of the public; and the 
Commission, in granting such certifi- 
cate, may impose such conditions as it 
may deem to be just and reasonable.” 
(Italics supplied.) This is a specific 
grant of power to the Commission to 
properly safeguard the public interest 
as to safety, as well as to service. 

[4] Under the common law it was a 
utility’s duty, upon abandonment of 
its tracks and services, to remove the 
tracks and restore the invaded high- 
way. See 60 Corpus Juris 366, § 265. 
See, also, Reading v. United Traction 
Co. (1902) 202 Pa 571, 52 Atl 106; 
Chambersburg v. Chambersburg & G. 
Electric R. Co. (1917) 258 Pa 57, 
101 Atl 922. This could be changed 
by the grant or by municipal consent. 
Reading v. United Traction Co. 
(1906) 215 Pa 250, 255, 64 Atl 446, 
7 Ann Cas 380. Abandonment by a 
utility of its facilities in a street or 
highway may be dangerous to the pub- 
lic, and create a nuisance. Stillwater 
v. Hudson Valley R. Co. (1930) 229 
App Div 41, 241 NY Supp 569; Id. 
(1931) 255 NY 144, 174 NE 306. 
As said in Buffalo v. International R. 
Co. (1930) 135 Misc 504, 240 NY 
Supp 113, 116, affirmed (1931) 232 
App Div 868, 249 NY Supp 929: 
“Tracks of a railway in any street are 
an impairment to vehicular traffic and 
a danger in wet and slippery weather, 
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as compared with a street free from 
tracks.” 

The record discloses no franchises 
under which appellant constructed and 
operated its McKeesport division con- 
taining specific provisions with refer- 
ence to procedure to be followed upon 
abandonment of tracks and service. 
An agreement * of December 4, 1937, 
between appellant and the county of 
Allegheny, an intervening appellee, is 
in evidence. No franchise or contract 
with any municipality involved re- 
lieves appellant, upon the abandon- 
ment of its lines and service, of the 
responsibility for removal of its facil- 
ities and the restoration of the track 
area which they occupy. Nor does ap- 
pellant contend that the conditions im- 
posed by the Commission conflict with 
the terms of any agreement, nor does 
it say such conditions are not proper 
under any contract or franchise with 
any municipality. 

[5-8] Section 203(a) of the Public 
Utility Law, 66 PS § 1123(a), it will 
be observed, contains the words “nec- 
essary or proper for the service, ac- 
commodation, convenience, or safety 
of the public.” With respect to the 
certificate of public convenience issued 
in abandonment proceedings, a condi- 
tion relating to convenience would be 
one providing that substitute service be 
furnished ; a condition with reference 
to safety would be one providing for 
protecting the public from the exist- 
ence in place of facilities of the aban- 





2 Appellant “renounced and denounced” this 
agreement at the last hearing before the Com- 
mission on May 10, 1939. The agreement 
provided for the restoration of paving by ap- 
pellant of the county highways of the county 
of Allegheny in the area affected, upon aban- 
donment of its lines and service. 
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doning company. If the Commission 
has no power to control the disposition 
of its facilities by an abandoning com- 
pany, there is no purpose in the use of 
the word “safety” in that section in 
the Public Utility Law, in so far as it 
applies to abandonment. 

The plain import of the words “the 
Commission, in granting such certifi- 
cate, may impose such conditions as it 
may deem to be just and reasonable”’ 
in § 203(a), 66 PS § 1123(a), is to 
give authority to the Commission to 
impose conditions which will properly 
safeguard, under the particular cir- 
cumstances, the public interest as to 
safety. The only limitation is that the 
conditions imposed must be just and 
reasonable. Appellant wishes to 
escape the clear meaning and force of 
§ 203(a) of the Public Utility Law, 
66 PS § 1123(a), by limiting the con- 
ditions which the legislature has au- 


thorized and empowered the Commis- 
sion to impose on abandonment to 


those affecting service. This argu- 
ment, in our judgment, is grounded on 
an erroneous premise that the subject 
matter within the Commission’s juris- 
diction can never be the safety of the 
general traveling public, but must be 
limited to service or to safety or con- 
venience of the public served. From 
this it argues that therefore the condi- 
tions which can be imposed under 
§ 203(a) of the Public Utility Law, 
66 PS § 1123(a), must be confined 
to service, and the safety of the gen- 
eral traveling public may not be con- 
sidered. Not only would appellant’s 
construction make much of that sec- 
tion meaningless, but appellant’s con- 
tention from which its argument 
springs is not based on either the Pub- 
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lic Utility Law or judicial authority. 
See §§ 409 and 413 of the Public Util- 
ity Law, 66 PS §§ 1179, 1183. In 
Pennsylvania R. Co. v. Public Utility 
Commission (1939) 136 Pa Super Ct 
1, 4,31 PUR(NS) 439, 441, 7 A(2d) 
86, 87, this court said: “The state, 
in the exercise of its police power, has 
entrusted to the Public Utility Com- 
mission, just as it had formerly to the 
Public Service Commission, broad 
powers in respect of the crossing of 
facilities of utilities and particularly of 
the crossing of highways and railroads 
including the power to determine ‘the 
manner and conditions in or under 
which such crossings shall be main- 
tained, operated, and protected to ef- 
fectuate the prevention of accidents 
and the promotion of the safety of the 
public.’’’ The public, whose safety is 
to be promoted in such a case, is not 
only that portion of the public which 
the utilities serve, but the general pub- 
lic which may come in contact with the 
facilities of the utilities. As expressed 
by the attorney general of the com- 
monwealth, in his formal opinion No. 
197, under date of July 1, 1936 (Opin- 
ions of Attorney General, 1935-1936, 
page 142, 84 Pittsburgh Legal Jour- 
nal 535, 536): “It would be a ridicu- 
lous commentary upon our system of 
government to rule that the Public 
Service Commission is interested only 
in the safety of the portion of the pub- 
lic which travels upon the utilities un- 
der its supervision, to the detriment 
and danger of the balance of the trav- 
eling public. Such an interpretation 
would permit a street railway company 
to abandon service and go out of ex- 
istence without fulfilling its common- 
law obligation to restore the street, and 
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the Commission, by granting permis- 
sion to abandon service, would be pre- 
venting in many cases the enforcement 
of this lawful obligation. Clearly, the 
legislature never intended such absurd 
consequences.” 

Section 401 of the Public Utility 
Law, 66 PS § 1171, requires every 
public utility to furnish and maintain 
safe facilities, and to make “all such 
repairs, changes, alterations, substitu- 
tions, extensions, and improvements in 
or to such facilities as shall be 
necessary or proper for the . . . safe- 
ty of its patrons, employees, and the 
public.” If we follow appellant’s con- 
tention that “public” means only those 
who use the services of the utility, the 
word “patrons” becomes superfluous 
and meaningless. No word of a stat- 
ute is to be left meaningless unless no 
other construction is possible. Com. 


ex rel. Meinzer v. Smith (1935) 118 


Pa Super Ct 250, 180 Atl 179; Easby’s 
Petition (1937) 124 Pa Super Ct 578, 
189 Atl 548, affirmed (1937) 326 Pa 
511, 192 Atl 646. 

“Under the provisions of the Public 
Utility Law, the Commission 
is to determine whether the abandon- 
ment of a public utility’s service, or 
any part thereof, is necessary or prop- 
er—that is, advantageous—for the 
service, accommodation, convenience, 
or safety of the public.” West Penn 
R. Co. v. Public Utility Commission, 
supra, 135 Pa Super Ct at p. 95, 29 
PUR(NS) at p. 26. In determining 
the question as to whether abandon- 
ment should be allowed, it is the pa- 
trons—the public who use the service 
—who are to be considered. The Com- 
mission, when taking into considera- 
tion what conditions are to be imposed 
36 PUR(NS) 


before abandonment will be allowed, 
can and should consider the safety of 
the traveling public who use the high. 
ways. The imaginary fragments and 
the arbitrary exactitude for which 
appellant contends cannot be found 
in our opinion in the first West Penn 
Railways Company Case, supra. The 
Commission found that abandonment 
of appellant’s railway in the McKees- 
port division was necessary and prop- 
er for the service, accommodation, 
convenience, and safety of the public, 
In its order, however, the Commission 
attached conditions which we set aside 
for the reasons therein stated. The 
Commission’s error was the imposi- 
tion of conditions solely on the basis 
of a declared policy, unsupported by 
findings of fact and in derogation of 
contract rights. The Commission has 
now found that the portion of the 
highway occupied by appellant’s tracks 
in the McKeesport division outside the 
city of McKeesport, is in bad condi- 
tion and jeopardizes the safety of the 
traveling public. There is ample tes- 
timony in the record to support its 
findings, and appellant does not com- 
plain that the findings do not support 
the order. There was evidence to 
show that the tracks of appellant rail- 
way were an impairment to vehicular 
traffic and a danger especially when 
wet and slippery. Appellant does not 
even argue that the imposed conditions 
are unreasonable (apart from the pow- 
er of the Commission to impose them) 
with the exception of the conditions 
relating to burning off of the tops of 
rails, and requiring the execution of 
quitclaim deeds. As to these latter 
conditions the Commission, informed 
and advised by its bureau of engi- 
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neering, which in turn is qualified 
through years of experience with ex- 
actly the type of problem involved, has 
determined that a safe and proper 
economical method of rendering cer- 
tain portions of highway safe for pub- 
lic travel is to provide for the burn- 
ing off of rail heads, without complete 
removal of the rail, which latter meth- 
od is much more expensive and re- 
quires much more time. The removal 
of rail heads in lieu of the entire re- 
moval of tracks has occurred fre- 
quently in connection with removal of 
tracks ordered by the Commission in 
abandonment proceedings. With ref- 
erence to conditions which involve the 
alternative suggestion that quitclaim 
deed be given by appellant, it need only 
be pointed out that the quitclaim deed 
clauses are optional, and that appellant, 
if it does not desire to remove the rails 
itself, in all reasonableness, should be 
required to transfer its claims to the 
rails so that they may be removed by 
others. 

Upon this state of facts, we cannot 
say that the conditions are unreason- 
able. Pennsylvania R. Co. v. Public 
Service Commission (1932) 105 Pa 
Super Ct 60, 66, 160 Atl 161. A 
Commission’s order, based on compe- 
tent and relevant evidence, will not be 
disturbed by this court unless it is so 
capricious, arbitrary, and unreason- 
able as to amount to error of law, or a 
violation of constitutional rights. 
Benkart (John) & Sons Co. v. Public 
Utility Commission (1939) 137 Pa 
Super Ct 5, 8, 31 PUR(NS) 446, 7 
A(2d) 584. 

[8-11] It is a principle that does 
not need to be restated that the Com- 
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mission does not have power generally 
over public safety as a policy; and the 
conditions which it imposes must be 
within the express or implied power of 
the Commission conferred by statute. 
But the act does provide for public 
safety in connection with utilities in 
their operation and on abandonment, 
and the word “safety” as used in the 
act is not, as appellant says, always 
limited to the safety of the public 
which uses the service and facilities of 
the utility company, in this case the 
patrons or passengers of appellant. 
The imposition of conditions for re- 
moval of hazards and resulting dan- 
gers in granting abandonment is prop- 
er and within the power of the Com- 
mission if there is evidence to support 
them, if they are just and reasonable, 
and if they are proper under the fran- 
chises, contracts, and common-law du- 
ties of the utility. For determination 
of what conditions may be just and 
reasonable under the circumstances, 
the Commission may consider the 
franchises and contracts of appellant 
with the municipal authorities. It was 
for this purpose that the record was 
remitted to the Commission on the 
prior appeal. The Commission can- 
not and did not attempt to adjudicate 
any contractual obligations. The 
Commission cannot fix the respective 
contractual rights of the parties, but 
the Commission may look to the fran- 
chises, contracts, and agreements with 
the municipal authorities in the deter- 
mination of limitation of conditions to 
be imposed for the public safety on 
abandonment of the utility’s service. 
It is not reasonable to assume that a 
utility on the abandonment of its serv- 
ice and the discontinuance of its op- 
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eration cannot be required as a condi- 
tion to leave its facilities in such shape 
as not to be a plain hazard to the pub- 
lic, if such conditions are limited so as 
not to raise the utility’s legal duty. 
We reiterate what we said in the 
prior opinion that the adjudication of 
contractual rights and obligations is 
for the courts, and that they are en- 
forceable by judicial process, whether 
the Commission gives its consent to a 
utility to abandon its service, with or 
without conditions. “The Commis- 
sion had the power, in granting the 
certificate of public convenience for 
abandonment under § 202(d), to at- 
tach reasonable conditions to its con- 
sent, so long as they were proper under 
the company’s franchise or under con- 
tracts previously entered into by it 
with the various municipal authorities. 
Section 203(a), 66 PS § 1123(a); 
West Penn R. Co. v. Public Utility 


Commission, supra, 135 Pa Super Ct 
at p. 96, 29 PUR(NS) 22, 4 A(2d) 


545.” Jennings v. Public Utility 
Commission (1940) — Pa Super Ct 
—, 14 A(2d) 882, 885. 

It was not the intention of the legis- 
lature that the Commission be impo- 
tent in the sphere of its conferred ju- 
risdiction. Acceptance of appellant’s 
contentions would make it so. Appel- 
lant’s interpretation of the scope of its 
own rights and prerogatives would re- 
sult in the subordination of the public 
interest largely to a utility’s discretion- 
ary action; its view of the Commis- 
sion’s jurisdiction and power over the 
matter of abandonment is inconsistent 
with necessary and reasonable admin- 
istrative control over a utility’s appli- 
cation for a certificate of public con- 
venience evidencing the Commission’s 
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approval of abandonment of its service 
in whole or in part. We take a differ. 
ent view from appellant of the Scope 
of the power delegated to the Commis. 
sion as well as to the extent of appel- 
lant’s discretionary conduct. Admin. 
istrative tribunals for the regulation of 
utilities are the outgrowth of cond- 
tions resulting to some extent at least 
from the theories which appellant 
apparently believes should still pre- 
vail. 

But we do not think that the Com- 
mission’s power is as impotent as ap- 
pellant contends, and that the prescrib- 
ing of conditions in connection with 
abandonment is virtually limited to 
service by the utility. If § 203(a), 
66 PS § 1123(a), has any substance, 
it means that the legislature intended 
to maintain, through administrative 
control, grip over utilities which re- 
quest permission to abandon their fa- 
cilities and discontinue service so that 
their conduct may not create new haz- 
ards and jeopardize the safety of the 
public generally. Conditions may be 
imposed which are applicable to the 
particular situation, and which arise 
therefrom if sustained by the evidence, 
and if they are just and reasonable. 
If the Commission has no power to 
condition abandonment of a utility's 
service and facilities, except as the con- 
ditions imposed are virtually limited 
to substitute service, as appellant seems 
to contend, then the exercise of the 
Commission’s power under § 202 of 
the Public Utility Law, 66 PS § 1122, 
to allow a public utility to abandon any 
service, in whole or in part, would 
create hazards rather than be for the 
public safety. Such a construction 
would not only be absurd, but it would 
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ignore the legislative policy as ex- 
pressed in the statute, and it would 
“tym back the clock” on the develop- 
ment of administrative law. 

We are all of the opinion that the 


order of the Commission should be af- 
firmed, and the appeal dismissed. 

Order of the Commission is af- 
firmed, and appeal is dismissed at the 
cost of appellant. 








WASHINGTON DEPARTMENT OF PUBLIC SERVICE 


Re Portland-Seattle Auto Freight, 
Incorporated 


{Order M. V. No. 34002, Hearing No. 2264.] 


Certificates of convenience and necessity, § 115 — Motor carriers — Service to 


off-route points. 
A holder of a common-carrier 


permit cannot be authorized to furnish 


irregular route, nonscheduled call service as a carrier of general freight 
between points on its present scheduled routes and off-route points in 


designated counties. 


[August 24, 1940.] 


|. agrmagerge by holder of common carrier permit for exten- 
sion of right to furnish irregular route, nonscheduled call 


service as a motor carrier of 


general freight; denied utthout 


prejudice. 


By the DEPARTMENT: This matter 
came on regularly for hearing at Se- 
attle, Washington, on the Ist day of 
June, 1940, pursuant to notice duly 
given, before W. E. McCroskey, ex- 
aminer, Bruce Moburg, reporter. 

The parties were represented as fol- 
lows: Applicant: Portland-Seattle 
Auto Freight, Inc., by H. D. Wil- 
liams, Traffic Adviser, Seattle, and 
G. H. Cadwell, President, Portland- 
Seattle Auto Freight, Inc., Seattle. 


¥ 


Protestant: Vancouver Fast Freight, 
by John M. Hickson, Attorney, Port- 
land. 

Witnesses were sworn and exam- 
ined, documentary evidence was in- 
troduced, and the Department being 
fully advised in the premises, makes 
the following 


Findings of Fact 


The applicant is the holder of Com- 
mon Carrier Permit No. 5146, issued 


127 36 PUR(NS) 





WASHINGTON DEPARTMENT OF PUBLIC SERVICE 


by the Department of Public Service 
under the provisions of Chap. 184 of 
the Laws of 1935 as amended. It has 
requested an extension of rights under 
said permit to authorize transportation 
in: Intrastate, irregular route, non- 
radial and nonscheduled service as a 
carrier of general freight in western 
Washington. 

During the course of the hearing 
the applicant, by its president, request- 
ed that its application for extension be 
amended to read as follows: Irregu- 
lar route, nonscheduled call service as 
a carrier of general freight between 
points on its present scheduled routes 
and off-route points in Thurston, 
Lewis, Cowlitz, Pacific, Wahkiakum, 
Skamania, and Clark counties, provid- 
ing that no local service shall be ren- 
dered between points on the present 
scheduled routes of the applicant and 
the off-route points covered by this 
amendment. 


The Department cannot grant the 
amended application because the ap- 
plication is indefinite and, if granted, 
would be impossible of administration 
and regulation by the Department, and 
it is also contrary to Rule 43, defining 
“off-route points,” of the rules and 


regulations governing motor freight 
carriers. 

It is the intention of the Depart. 
ment in adopting its Rule 43 that regu- 
lar route carriers be permitted to serve 
points which are not named in their 
permits only when such points are 
within 1 mile of their regular routes 
in western Washington, and within 
3 miles of their regular routes in east- 
ern Washington, except that, if an in- 
corporated city or town is within these 
limits along their regular route, they 
will be permitted to make pick-ups and 
deliveries in such without having these 
towns named specifically in their per- 
mits. No other off-route points, how- 
ever, which regular route carriers de- 
sire to serve can be served, except aft- 
er such carriers apply to the Depart- 
ment specifically for authority to serve 
the said towns or unnamed points and 
have such points specifically named in 
their tariffs. Regular route carriers 
cannot secure blanket authority to 
serve any and all off-route points. If 
they desire to serve an entire territory 
or section with irregular service, they 
must apply for such. 

We find that the application should 
be denied, but without prejudice to the 
filing of a proper application. 
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now in service are old and uncompen- 
sated. Considerable revenue losses/often 
result from metering modern appliance 
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Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Standard Gas & Electric 
To Spend $53,807,229 


UBLIC utility operating companies in the 

Standard Gas and Electric Company sys- 
tem have a preliminary and tentative con- 
struction budget for 1941 amounting to $53,- 
807,229, according to a recent announcement. 

This amount includes $23,702,052, which it 
is estimated will be carried over from the sys- 
tem’s 1940 construction budget for expendi- 
tures on projects not completed during that 
year. 

There is also the possibility of further addi- 
tions to the 1941 budget being authorized dur- 
ing the year as conditions may demand, it 
was stated. Such projects would increase the 
budget by from $5,000,000 to $7,000,000, or to 
a total budget of approximately $60,000,000. 

A classified summary of the total prelimi- 
nary and tentative budget of $53,807,229 indi- 
cates estimated expenditures in the electric 
departments of the operating companies in the 
system totaling $46,119,541; gas departments, 
$4,367,156; and other departments, $3,320,532. 

Preliminary construction budgets for 1941 
for the principal public utility companies in the 
Standard Gas and Electric Company system 
are as follows: The California Oregon Power 
Company, $1,211,059; Louisville Gas and Elec- 
tric Company, $8,282,088; Mountain States 
Power Company, $750,000; Northern States 
Power Company (Minnesota) and subsidiar- 
ies, less Wisconsin utilities, $7,250,000; North- 
ern States Power Company (Wisconsin) and 
subsidiaries, $910,500; Oklahoma Gas and 
Electric Company, $1,762,380; Philadelphia 
Company and subsidiary companies (exclusive 
of Pittsburgh Railways Company and Pitts- 
burgh Motor Coach Company, now in receiver- 
ship), $22,127,008; San Diego Gas & Electric 
Company, $5,740,891; Southern Colorado 
Power Company, $824,551; Wisconsin Public 
Service Corporation, $4,478,000. 

Completion of the 1940 and 1941 construc- 
tion budgets will result in a total installed 
electric generating capacity of 1,731,000 kilo- 
watts for the Standard Gas and Electric sys- 
tem. 
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Potomac Electric Power Co, 
Improves All Facilities 
Dp 1940, the Potomac Electric Power 

Company expended approximately $10,- 
000,000 for additions and improvements to 
their plant and distribution facilities to pro- 
vide better service for its consumers, 

As a result the company reports that the 
National Capital is well fortified in its supply 
of electrical energy to meet the known re- 
quirements of the Federal and District Goy- 
ernments for power, and the needs of commer- 
cial and domestic customers of the Capital and 
its metropolitan area. 

During the first 11 months of 1940, the Po- 
tomac Electric Power Company’s sales of elec- 
tric energy amounted to 877,904,059 kilowatt 
hours, showing an increase of 10.04 per cent 
over the same period in 1939. However, the 
revenues from sale of current, while showing 
an increase over 1939, indicated a gain of but 
4.78 per cent. 

The smaller rate of increase in revenues 
as compared to the increase in sale of energy, 
is not a new condition, and is due, primarily, 
to the reduction in rates of charge made to 
customers of the company which became 
effective February 1, 1940. 

This reduction in rates represented the six- 
teenth successive annual reduction made by the 
company under the provisions of the Consent 
Decree or sliding scale program, and resulted 
in estimated savings to customers of approx- 
imately $575,000 in 1940. 


The Gas Utility Industry Has 
Steady Growth in 1940 
T 


HE gas utilities of the United States con- 

tinued their record of progress and ex- 
pansion during 1940, according to Alexander 
Forward, managing director of the American 
Gas Association. 

Manufactured and natural gas companies, 
supplying towns and cities with a population 
of more than 84,000,000, served a total of 
17,980,300 customers, representing the largest 
number of consumers ever connected to the 
mains of the industry. This was an increase 
of 481,000 over the year 1939. Of these, 10,- 
232,900 were served by the manufactured gas 
industry and the remaining 7,747,400 were 
served by the natural gas industry. Revenues 
of the entire industry, both manufactured and 
natural, aggregated $873,358,000, a gain ol 
7.3 per cent over the preceding year of 1939. 

The natural gas companies grossed $491, 
276,000, a gain of 9.4 per cent for the year, 
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ility routines that lagged now seem to take wings 
ith Ditto. It’s the same as hiring extra help, without 
e cost! 

Because of new lightning-fast automatic electric 
ed, new long runs, and new all-over brightness of 
pies, the Ditto D-44 is speeding whole opera- 
bns—releasing executives and workers alike for 
ore important duties. 

Without type, stencil or ink it makes 300 and more 
ight copies of anything written, typed or drawn 
. tate schedules; operating and progress reports; 
ecifications, engineering drawings; service, factory 
d work orders; forms, and the like . . . 70 copies 
minute, in one to four colors at once, 6c for the 
st 100, 3c thereafter. Originals can be used repeti- 
jely—excellent for accumulative reports. 

Make your department more effective—get the whole 
bry of public utility performance on gelatine or 
uid Ditto duplicators. Use coupon for free idea- 


poklet, “Copies, Their Place in Business.” No obli- 
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while revenues of the manufactured gas com- 
panies were $382,082,000, as compared with 
$365,150,000 in 1939, an increase of 4.6 per 
cent. 

Industry and business used about 55 per 
cent more gas during 1940 than during the 
boom period of 1929. It is estimated that the 
normal use of industrial and commercial gas 
during 1941 will be at least 10 per cent greater 
than 1940 and supplementing this will be the 
great quantities of gas used for purely defense 
production in the United States and Canada. 

Sales of manufactured gas for domestic 
uses, such as cooking, refrigeration, house- 
heating, water heating, etc. amounted to 
267,438,000,000 cubic feet, an increase of 7.3 
per cent for the year. House heating sales, 
registered a gain of 25.1 per cent. The sales 
of natural gas for domestic uses registered a 
pronounced upturn, rising from 372,971,000,- 
000 cubic feet in 1939 to 419,354,000,000 cubic 
feet in 1940, a gain of 12.4 per cent. Sales of 
natural gas for industrial purposes rose from 
654,662,000,000 cubic feet in 1939 to 719,776,- 
000,000 cubic feet in 1940, an increase of 9.9 
per cent. Sales of manufactured gas for in- 
dustrial and commercial purposes showed an 
upturn, rising from 111,078,000,000 cubic feet 
in 1939 to 119,624,000,000 cubic feet in 1940, 
an increase of 7.7 per cent. 

The outstanding engineering achievement of 
the year was the installation in Cleveland, 
Ohio, of a new plant which reduces natural 
gas to a liquid state at a temperature of 250° 
below zero and stores it in special containers 
from which it is later withdrawn in its original 
form and fed into distribution mains. Some of 
the advantages foreseen in this novel type 
of plant are a substantial saving in storage 
facilities, the ready availability of a gas supply 
in case of emergencies, and the ability to main- 
tain uninterrupted service during severe peak 
demands. The new plant has incited great 
interest not alone within the gas industry, but 
in the engineering and chemical professions 
as well. 


Hygrade Fluorescent Fixture 


NEW 200 watt C-205 Miralume fluorescent 
A lighting fixture for commercial or in- 
terior lighting, has been announced by Hy- 
grade Sylvania Corporation. With the plas- 
tic diffusing panels and bottom louvers, Hy- 
grade has achieved a result which is both 
extremely attractive and also, from an engi- 
neering standpoint, highly efficient. The Mira- 
lume C-205 is sold complete, with four Hy- 
grade 40 watt fluorescent lamps in either day- 
light or white finish. It is 49 in. long, 14% 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











in. wide and 7% in. high, weighing approxi- 
mately 45 pounds. 

The Miralume C-205 is manufactured by 
Hygrade Sylvania Corporation, Miralume Dj. 
vision, Ipswich, Mass., and is carried by lead- 
ing jobbers in all cities throughout the coun. 
try. Further details may be obtained from 
the manufacturer. 


Public Service of New Jersey 
Budgets $28,000,000 for 1941 


M™= than $28,000,000 for new construction, 
equipment and replacements has been 
authorized by Public Service Corporation of 
New Jersey in its 1941 budget for its subsidi- 
ary operating companies. 

Of this sum, more than $17,000,000 has been 
allocated to the Electric Department of Pub- 
lic Service Electric and Gas Company for the 
further expansion of its electric facilities, This 
makes a total of more than $70,000,000 appro- 
priated since January, 1937, for the electric 
branch of the business, capital more than ade- 
quate for whatever demands may be necessi- 
tated by the speeding up of the war defense 
program. 

Among the major additions to plant and 
equipment made possible by this $70,000,000, 
is a 50,000 kilowatt turbine at Essex Generat- 
ing Station in Newark in 1938; a 100,000 kilo- 
watt unit put into operation at Burlington 
Generating Station in November, 1940, and a 
50,000 kilowatt increase at Marion Generating 
Station in Jersey City which will be completed 
in the Spring. Contracts have recently been 
placed for another 100,000 kilowatt unit at 
Burlington which will be ready in 1942 or early 
in 1943. When this unit goes into service, the 
total generating capacity of the company’s 
system will be 987,700 kilowatts. 

Many of these millions have been expended 
for high tension and low tension transmission 
lines, for switching stations and substations 
and for placing electrical equipment under- 
ground. 

The 1941 electric program also calls for two 
new substations—one in New Milford, the 
other in North Brunswick Township. 

Approximately $1,000,000 will be spent in 
construction of underground conduits and 
laying of cable for the transmission of elec- 
tricity in various parts of the company’s terti- 
tory. A like sum is made available annually 
for this kind of improvement. 

Other expenditures by the Electric Depart- 
ment will include circuit reinforcements and 
replacements of overhead and underground 
facilities which have become obsolete. : 

The major item in the $2,500,000 budget o! 
the Gas Department is for the further expan- 
sion of the facilities at the West End Gas 
Works, Jersey City, the program for which 
was started in 1940. 

Public Service Codrdinated Transport and 
Public Service Interstate Transportation 
Company will buy 269 buses this year to be 
distributed among the various lines of the two 
companies. In 1940 there were added to the 
equipment 242 buses. 
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All-Truck Trucks ... Better Than Ever! 


Meet the kind of motor trucks you’ve 
always wanted to own ... powerful, eco- 
nomical, and beautifully designed .. . 
the New K-Line Internationals! Econo- 
my is again the outstanding feature, sup- 
plied by the new International-built 
Green Diamond Engine, exclusively In- 
ternational. The smooth performance 
of these new power-giants, plus their 


sensational low-cost operation, makes 
these new trucks big money-savers on 
any hauling job. 

Ask the International Dealer or 
Branch to demonstrate these trucks to 
your full satisfaction. Meanwhile, write 
for a catalog. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL TRUCKS 
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Electric Power Industry Makes 
Big Gains in 1940 


HE increase in business activity, which 

has accompanied the national defense pro- 
gram, the placing of foreign war orders and 
the buying by private business for inventory 
purposes, has been reflected in a considerably 
enlarged demand for electricity, according to 
the Edison Electric Institute. Sales of indus- 
trial power in 1940 were 163 per cent above 
the previous year. Retail commercial sales 
were up 7 per cent, and sales for residential 
service were up 10 per cent. The total power 
output was up 11 per cent. 

The grand total of electric customers 
reaches 30,091,500 at the end of 1940, an in- 
crease of 986,200 over 1939. In many of the 
states along the North Atlantic Seaboard prac- 
tically the entire population now uses electric 
service. 

There are 2,100,000 farm customers at the 
end of the year. The private utilities are serv- 
ing 1,500,000 of these. About one-third of the 
occupied farms are now taking electric 
service. 


1941 Construction Budget 

According to preliminary reports, construc- 
tion budgets for the privately owned electric 
utilities for 1941 will exceed 1940 construc- 
tion expenditures by $100,000,000; the 1940 
budget amounting to approximately $580,000,- 
000. This forecast does not include the 1941 
construction expenditures which will be made 
by public agencies for power purposes. 

Average prices for electric service in 1940 
reached all time low levels. At the end of the 
year average price for electricity for resi- 
dential or domestic service stood at 3.81 cents 
per kilowatt hour as compared with 4.00 cents 
in 1939, and 7.45 cents two decades ago. The 
average residential customer used 952 kilo- 
watt hours as compared with 897 in 1939. The 
average revenue per customer was $36.27. 

Due to the large increase in industrial use, 
industrial power rates declined in average 
price to the lowest point in history. Prices in 
1940 averaged 1.04 cents per kilowatt hour as 
compared with 1.12 cents in 1939 and 1.23 cents 
during a similar war emergency in 1917, 


Generating Capacity Added 

Generating capacity added in stations con- 
tributing to the public supply in 1940 amounted 
to 1,790,000 kilowatts. The net gain in gen- 
erating capacity, after deducting for equip- 
ment retired from service or reduced in ca- 
pacity rating, was 1,380,000 kilowatts, bringing 
the total generating capacity at the end of the 
year to 40,330,000 kilowatts. 

Generating capacity to be installed in 1941 
by plants contributing to the public supply 
amounts to 3,412,000 kilowatts. In 1942 these 
plants will add 2,302,000 kilowatts, according 
to reports so far received. New installations 
are already being scheduled for 1943 and 1944 
as well. 

Total revenues approximated $2,413,000,000 


for 1940, an increase of $124,000,000, or 54 
per cent, over the previous year. Virtually 
every dollar which was gained through jn- 
creased sales of retail commercial and of jp. 
dustrial power (about $73,000,000) arising 
from the war emergency was taken away by 
increased taxes. Taxes rose $65,000,000 dur- 
ing the year to a new high figure of $405. 
000,000 and now represent over 173 per cent 
of every dollar of gross revenue. 


C & P Telephone Co. Expects 
$10,000,000 Expenditure 


HE Chesapeake & Potomac Telephone 
7 case estimates expenditures to care 
for expected growth and to provide for sery- 
ice improvements in 1941 will approximate 
$10,000,000. This is the amount spent in 1940 
and is $4,000,000 more than the 1939 figure. 

Telephone operations in the District of 
Columbia in 1940 were marked by exceptional 
growth due to the rapid expansion of Goy- 
ernmental activities resulting from the na- 
tional defense program and the continued in- 
crease in the city’s population. Both the num- 
ber of telephones in service and the number 
of calls made by subscribers have reached new 
high levels. 

On December 1, 1940, there were 272,522 
telephones in service, an increase of 19,870 or 
8 per cent over the same day last year. The 
number of local and out-of-town calls made 
by subscribers has been about 12 per cent 
greater than in 1939, 


G-E Construction Materials 
Division Holds a Fair 


Aare the background and atmosphere 
ofa country fair, the construction ma- 
terials division of the General Electric Com- 
pany went on display with its complete line 
recently in the General Electric Institute, 
Bridgeport, Conn. 

Construction materials in the process of 
manufacture and under the torture chamber 
conditions of life tests, as well as the finished 
products, enlivened the gay stalls and booths 
assembled for more than 150 editors and busi- 
ness representatives from 82 trade magazines 
interested in electric utilities, electrical con- 
tracting, factories, mills, mines, building and 
the many fields in which the division’s products 
are used. 

H. L. Andrews, vice president of General 
Electric and manager of the appliance and 
merchandise department, and J. H. Crawford, 
manager of the construction materials sales 
division, welcomed the visitors with brief talks 
before the opening of the Fair. H. E. Merrill, 
construction materials advertising manager, 
who was in charge of the Fair, said its ob- 
jectives were that of a mutual get-acquainted 
party at which the magazine representatives 
could see all of the division’s activities at one 
time. ‘ 

Mr. Andrews spoke of the vital part which 
construction materials play in the operation 
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of all products of the appliance department. 
The growth of the construction materials 
division in the last 20 years and the great 
variety of products included in the division 
were described by Mr. Crawford. 
Following the Fair a buffet supper was 
— at the Bridgeport Brooklawn Country 
ub. 


Fluorescent Lamp Sales 
Reach 7,000,000 Units 


_ pee of fluorescent lighting units are esti- 
mated to reach a total of 7,000,000 for 
1940, compared with approximately 1,500,000 
in the previous year and only 250,000 in 1938. 
According to trade estimates, more than 20,- 
000,000 units will be sold in 1941 to factories, 
stores, office buildings and residential users. 

The new “cold light” method of illumina- 
tion is getting enthusiastic support from the 
aviation industry in its expansion program. 
One Pacific Coast plant ordered 30,000 units 
recently from Westinghouse Electric & Manu- 
facturing Co. Prices for the standard lamps 
range from 90c up to $3.75 each. 

About 99 per cent of sales is accounted for 
by General Electric Co., Westinghouse and 
Hygrade Sylvania Corporation, according to 
a recent report. 


Celebrates 4oth Anniversary 
Of Research Laboratory 


HE General Electric Company recently 
on cuban the founding of the G-E Re- 
search Laboratory which had its beginning 
in Dr. Charles P. Steinmetz’s barn in the rear 
of his home in Schenectady forty years ago. 

Speakers at the anniversary exercises were 
Dr. Karl T. Compton, president of Massa- 
chuse‘ts Institute of Technology; Charles E. 
Wilson, president of General Electric, and 
Samuel Ferguson, president of the Hartford 
Electric Light Company who was the first 
engineer of the G-E Laboratory. 

The founder of the now well known “House 
of Magic” was E. Wilbur Rice, Jr., then vice 
president of General Electric who acted upon 
a suggestion of Dr. Steinmetz and Albert G. 
Davis of the patent department that a labora- 
tory be set up where scientific investigations 
might go forward on the incandescent lamp 
and other problems. Dr. Willis R. Whitney, 
at that time a professor at M. I. T., was en- 
gaged as the first director of the laboratory. 
Upon his retirement he was succeeded by Dr. 
William D. Coolidge who is the present di- 
rector of the laboratory. 


Gas Appliance Sales Increase 


HE continued upward trend in sale of 

major gas appliances for the first ten 
months of 1940 was shown in recent data re- 
leased by the A.G.A.E.M. Statistical Depart- 
ment, presenting comparative figures of the gas 
appliance industry and competitive fuel appli- 
ance industries. 


Sales of gas ranges for the first ten months 
of 1940 were 17.4 per cent above those te. 
corded for the first ten months of 1939 a5 
compared with a 34.0 per cent increase in elec. 
tric range sales for the same data periods, 

For the first ten months of 1940, gas water 
heater shipments were 10.4 per cent ahead as 
compared to the same period of 1939 and elec. 
tric water heater shipments showed a 225 jn. 
crease over the same data periods. 

The combined shipments of gas boilers and 
gas furnaces for the first ten months of 194) 
were up 44.6 per cent as compared with a 
23.4 per cent increase in shipments of domes- 
tic oil burners and a 48.9 increase in resj- 
dential mechanical stoker shipments, 


Gas Utility Expands Plant 


Brags ee Gas & Coke Company, Indianapo- 
lis, Ind., recently ordered forty-one Kop- 
pers Becker Type under-jet coke ovens to sup- 
ply the increased demand for gas and coke 
in its territory. The ovens are to be completed 
this year, according to the Koppers Company, 


> 


Equipment Literature 


Hose Catalog 

“Hewitt Rubber Products for Industry” is 
the title of a 36-page (84 x 11 in.) illustrated 
catalog recently issued by Hewitt Rubber 
Corp., Buffalo, New York. Other hose cata- 
logs also have been prepared especially for the 
oil producing, refining and marketing indus- 
tries. 

The general industry catalog is profusely il- 
lustrated showing hose products for many in- 
dustrial applications including welding, pneu- 
matic tools, air drills, steam and water han- 
dling, fire equipment, flue cleaning, etc. 


Waterproofing & Dampproofing Data 

Technical literature describing waterproof- 
ing and dampproofing of concrete and brick 
foundations, precast concrete piles or slabs, 
and for waterworks and sewage disposal 
plants, has just been published by Koppers 
Company, Tar and Chemical Division, Pitts- 
burgh, Pa. 

“Membrane Waterproofing” (Form TB-3) 
tells when waterproofing and dampproofing 
should be applied. The respective values ot 
fabric and felt are described and methods of 
application are pictured and discussed. Three 
Don Graf data sheets are reproduced, show- 
ing waterproofing of deep foundations, tunnels 
connecting buildings and shower bath con- 
struction. : 

“Dampproofing” (Form TB-4) distinguishes 
between dampproofing and _ waterproofing, 
tells when each should be used and describes 
how to dampproof poured concrete, concrete 
piles or slabs, foundation blocks, floors and 
sub-floors of superstructures. It also describes 
termite-proofing by the pitch method. 
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EXCLUSIVE GENSPRING FEATURES 


. Constant Support in all vertical pipe 
positions. 


. Non-Resonant and Vibration-Absorb- 


ing properties. 
. Standardized capacity and travel. 
. Accurate calibration. 


. Convenient load adjustment. 








nique GENSPRING Constant-Support Hangers 


liminate weight-stress . . . boost overall safety 


factors of piping! 


Through use of Grinnell GENSPRING 
angers, the weight of the pipe is accurately 
valanced at all times .. . weight-stress due 
o thermal movement is practically elim- 
nated... and vibration is minimized. For, 
hese unique hangers are precision-engi- 
reered to provide constant support and 
lon-resonant vertical movement in all 
‘hot” and “cold” positions of the pipe. 
hey are made to support loads ranging 


rom 250 pounds to 8500 pounds. 


GENSPRING CONSTANT-SUPPORT HANGERS 


. Tell-Tale Indicator of pipe position. 
. Minimum head-room requirements. 


xk & 





No other hanger offers such opportunities 
for improvements and economies in power 
piping systems! That’s why GENSPRING 
Constant-Support Hangers are now serving 
in leading steam plants, in naval and com- 
mercial ships, and in major oil refineries 
throughout the world. 

Write for new data folder, “Grinnell 
GENSPRING Constant-Support Hangers.” 
Grinnell Co., Inc., Executive Offices, Provi- 


dence, R. I. Branch offices in principal cities. 


GRINNELL 


WHENEVER PIPING 1S INVOLVED 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





44 INDUSTRIAL PROGRESS 


“Waterproofing and Dampproofing for Wa- 
terworks” (Form TB-5) discusses circum- 
stances under which these treatments are nec- 
essary and provides a table of recommended 
applications for pipe galleries, foundations, 
sumps, clear water wells, dams, pits, reservoirs, 
vats, tanks, steel work, tunnels, covered stor- 
age tanks, pipe and precast concrete. It also 
explains the use of membrane waterproofing, 
primers, seal coats and waterproof paints, 
illustrating the methods of their application. 

“Waterproofing and Dampproofing for Sew- 
age Disposal Plants’ (Form TB-2) describes 
the value of these applications and gives in- 
structions for water and dampproofing aera- 
tion, sedimentation and grit chambers, drying 
beds, pipe galleries and control rooms, concrete 
sewage pipe and foundations. It also explains 
and illustrates methods of applying membrane 
waterproofing and gasproofing and tells where 
waterproof paint should be used. 


Transformer Reference Book, Vol. I 

Issued by Allis-Chalmers Mfg. Co., West 
Allis, Wisconsin, this 44-page illustrated vol- 
ume of engineering facts on power transform- 
ers is a reprint of a series of articles published 
in “Electrical Review.” Later volumes will be 
issued periodically. Copies are available with- 
out charge from the company’s publicity de- 
partment. 


Fuse Cutouts ; 

A 20-page illustrated catalog (GEA-3448) 
describing G-E enclosed, indicating and drop- 
out fuse cutouts issued by the General Electric 
Company, Schenectady, N. Y. 


¥ 


Personals 


General Electric 

Harry J. Deines recently was appointed man- 
ager of advertising and sales promotion for 
the General Electric radio and television de- 
partment, Bridgeport, Conn. Mr. Deines, who 
since his graduation from the University of 
Colorado in 1930, has been continuously as- 
sociated with G-E, assumes the duties former- 
ly handled by A. A. Brandt, recently appoint- 
ed sales manager for the division, and will be 
responsible for the promotion and advertising 
of radio and television receivers and radio 
tubes. G-E transmitter activities are centered 
at Schenectady, rather than Bridgeport. Radio 
advertising, like that for other G-E appliance 
lines, is under the general supervision of Boyd 
W. B. Bullock, advertising manager of the 
appliance and merchandise department. 

Barton, for the past two years as- 

sistant district manager of the New York dis- 
trict of the General Electric Company, has 
been appointed district manager, effective 
January lst, according to an announcement 
by E. O. Shreve, vice president in charge of 
sales. 

Mr. Barton, who has twice won Charles A. 


(Continued ) 


Coffin Foundation awards for outstanding 
contributions to the electrical industry, be. 
comes administrative head of the apparatus 
sales organization for the states of New York 
Connecticut, and northern New Jersey. H. 
Barnes, Jr., for many years commercial yic¢e 
president of the New York district, will con- 
tinue in that capacity. 

A native of Orangeburg, South Carolina 
Mr. Barton was graduated from Clemson A’ 
& M. College in 1906 with the degree of BS. 
in electrical engineering and entered the test. 
ing department of the General Electric Com- 
pany the same year. 

From 1917 to 1927, he was member of the 
Central Station Engineering department at 
Schenectady, except for a brief assignment 
with the International General Electric Com- 
pany on construction work in South America 
and Europe. 

He became district engineer of the New 
York district in 1927 and served in that ca- 
pacity until his appointment as assistant man- 
ager of the district in 1939. 


Frigidaire Division 

P. K. Abry, formerly branch manager of 
the Kansas City, Missouri, office of Frigidaire 
Division of General Motors Sales Corp., has 
been appointed manager of a new branch of- 
fice in Pittsburgh, Pa. The new branch will 
handle distribution of Frigidaire products in 
western Pennsylvania and a part of West Vir- 
ginia, taking over the territory formerly op- 
erated by the Electric Products Corporation, 


Fred R. Davis 


RED R. Davis, advertising space buyer for 

the General Electric Company at Schenec- 
tady for 35 years, died Dec. 26 at his home in 
Schenectady after an illness of two years. He 
was 64 years old. For many years he super- 
vised the expenditure of more than a million 
dollars annually for newspaper and, magazine 
space. 

A man of scientific training himself, Mr. 
Davis was a pioneer advocate of accurate 
measurement in advertising and helped found 
the Audit Bureau of Circulations in 1914. He 
served as a director from that date until his 
death and since 1927 had also been first vice 
president of the organization. 

Mr. Davis was born in Adams, Mass., at- 
tended Union College in Schenectady, and was 
graduated from Worcester Polytechnic In- 
stitute in 1900 with the degrees of B.S. and 
M.S. in engineering. In 1901, he entered the 
G-E organization as a test student and in 
1902 went to Fort Wayne, Ind., as publicity 
manager of the Fort Wayne Electric Com- 
pany. In 1905 he joined the G-E advertising 
department in Schenectady. ; 

He was an elder of the First Presbyterian 
Church of Schenectady, a member of the In- 
dustrial Advertisers Association (formerly 
the Technical Publicity Association), and a 
member of the Phi Gamma Delta fraternity. 
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for FLEET 
OPERATORS 


Operating expenses and lay- 
ups for overhauls can be cut 
down by systematic use of 
this new, sensational in- 
ternal engine cleaner. Write 
or phone any of the offices 
listed below for complete 
details. 











Cisco Solvent is bringing so many advantages to fle 

operators that it must not be called merely new bu 
SENSATIONAL. Cisco Solvent permits the intern 

cleansing of an automotive engine without any 0 
the usual labor expense of tearing the motor dows 
or taking the head off. Cisco Solvent removes di 

gum, sludge and varnish from the internal moving 
parts of an engine—and with complete safety. | 
contains a lubricant which protects all parts during 
the purging process. Through the application o 
Cisco Solvent, operators now give their vehicle 
“wide-awake” engine performance, resulting i 
reduced operating and maintenance cost. Lean 
what Cisco Solvent can do for you. 


Cities Service Oil Companies 


Cities Service Oil Company—Chicago, New York, Cedar 
Rapids, Boston, St. Paul, Grand Forks, Kansas City, Fort 


Worth, Oklahoma City, 


Harrisburg, Syracuse. 


Milwaukee, Cleveland, Detroit, 


Cities Service Oil Company, Ltd.—Toronto, Ontario. 


Arkansas Fuel Oil Company—Shreveport, Little Rock, Jack- 
son, Miss., Birmingham, Atlanta, Charlotte, N. C., Nash- 


ville, Richmond. 
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needs of the practical man 


is book gives the electrical man the 
If-study material needed to advance 
mself in central station work. In a 
ain, detailed way, Croft covers the 
pw and why of the generation, trans- 
ission, and distribution of electrical 
nergy, including scientific fundamentals, 
sign factors, central station set-up, etc. 


ENTRAL STATION 


By Terrell Croft 
pnsulting Electrical Engineer 
evised by George H. Hall 


ird edition, 360 pages, 51/2 
8, 285 illustrations, $3.00 


N THIS BOOK the author Nes 


covers in detail all phases 
the generation, transmis- 


onat 


j 


Ne a 


CEN 


4 
| 
n 
| 


pn, and distribution of elec- | © 


cal energy—maintaining a 
ple treatment throughout, 
‘ily grasped by the reader 
modest mathematical at- 


in@inments, 


HE DIFFERENT TYPES 
of generators are described 
well as the different prime 
overs employed, reciprocat- 
g engines, turbines, inter- 
l combustion engines, and 
ter wheels. Alternating and 
ect-current systems are 


sys- 
ms. Space is also given to 
various station accessories 
ch as voltage regulators, 
htning arresters, and other 
lective equipment. 


This edition re- 
tains the typical, 
practical Croft 
treatment 
throughout, but 
includes consid- 
erable new ma- 
terial relating to 
developments in 
the field, tur- 
bines, the net- 
work = system, 
lightning protec- 
tive apparatus, 
description and 
illustrations of a 
number of types 
of voltage regu- 
lators, etc. 


Send check, money-order or cash to 
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£ T.L. service can give im- 
portant aid to utilities contem- 
plating new equipment purchases 
for either replacement or neces- 
sary expansion. 


All of our extensive facilities 
are at your command... plus an 
experienced, specially trained 
staff to help you meet nearly all 
the testing problems which con- 
front the modern utility. 


We supplement your own re- 
search department. We check 
performance and quality of new 
equipment against your own 
specifications before installation 
..- help you save needless waste 
and expense ... and you avoid 
heavy investment in special test- 
ing equipment. 


Know by Test! 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 73th Street 
New York, N. Y. 
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Re | E conductor 
SUPPORTS ana FITTINGS 


Sometimes erroneously thought of as 
merely an incidental part of a substation 
network, conductor supports and fittings 
actually form an extremely important 
part of a system. A failure at any one 
support or joint is sometimes as costly 
to the system as the breakdown of a 
machine. R&IE carefully designed and 
properly made conductor equipment is 
the choice of many Utilities where con- 
tinuity of service is paramount. Tested 
designs, excellent quality materials, and 
care in manufacture, form the founda- 
tion for the production of R&IE conduc- 
tor supports and fittings. 














RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 











A complete man- 
ual of central 
station practice 


Editor-in-Chief 
CLARENCE H. 
SANDERSON 


Asst. Electrical Engineer, 
The New York Edison 
Co.; Fellow, American 
Institute of Electrical 
Engineers. 


Assisted by a Staff of 
Electrical Engineering 
Experts 


1131 pages, 5 x 8 
flexible 
illustrated 
$5.00 


Here is a complete 
guide to the design, 
operation and main- 
tenance of electric 
systems, covering 
every phase of the 
subject from the gen- 
eration of electricity 
to its distribution. 


Thorough; Practical 


The 
the 


book answers 
demand for a 
practical handbook 
which will tell the 
story of the electric 
system as a whole— 
beginning with the 
fundamentals of elec- 





« Electrical 


22 MN eM aw 


ELECTRIC 
SYSTEM 
HANDBOOK 


Section Headings 


Energy and 
Its Transmission 
Auxiliary Electrical 
Equipment. 
Switchboards 
Motors 

Generating Stations 
The Transmission Sys 
tem 

Alternating Current 
Sukstations 

Railway Substations 
Direct Current Substa 
tions for Light and 
Power 


. Distribution 


- Protection of Electrical 


- Electrical 


Apparatus, Circuits and 
Systems 


. Inspection and Main- 


tenance 
Engineering 
Tables 


. Standard Definitions of 


Electrical Words and 


Terms 





tricity and generation and carrying on throug 
transformation, transmission, power lines, de 
sign, construction, operation, repair, inspectid 


substations, etc. 


language of the everyday workman. 


The text is written in th 


Highe 


mathematics is entirely omitted and all tech 
nical expressions are fully explained. 








Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTL! 


MUNSEY BLDG., WASHINGTON, D. ©. 
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CHEVROLET TRUCKS 


MOST POWERFUL 
TRUCK ENGINES IN THE LOW-PRICE FIELD 


90- 93-HORSEPOWER 
HORSEPOWER 2 HEAVY DUTY 
STANDARD Fons “LOAD-MASTER” 


ENGINE poe opal ENGINE 


(Optional at extra cost on 
Heavy Duty trucks) 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


OUT-PULL » OUT-VALUE * OUT-SELL 


60 MODELS + - - ON NINE LONGER WHEELBASES - - - A COMPLETE LINE FOR ALL LINES OF BUSINESS 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
A SHORT CUT eae 
COVERING United States District Courts ALPHABETICAL 

FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions __ 

eeeee te State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 


ee ee latory Commissions A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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Number 1 of a Series 


OR ALL your Trident Meters, 
whether new or old, you need carry 


Frost-Proof 
Type 


TRIDENT 
INTERCHANGEABILITY 


means newest. The resultant Economy in 
* Economy in Inventory ° ° 
iisdanabs tr -Siaienaien parts inventory, in the amount of 


Reliability in Performance storage space required, and in the 
Assurance Against 
Sathcabeanh records necessary to keep track of 
Utmost in Revenue them, is an item which no Water De- 


partment should overlook. 


only one set of repair parts—the 











NEPTUNE METER COMPANY 
50 West 50th Street NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada 
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P.U.R. QUESTION SHEETS 


An Educational Opportunity for Public Utility Men 





A service designed to assist those connected with public utility enterprises to 
qualify themselves for more efficient work and higher positions. 


What Is the Purpose of Question Sheets? 


Question Sheets give executives, operating officials, managers, superintendents, 
engineers, department heads and all persons aspiring to more responsible posi- 
tions in any branch of the public utility industry concentrated information about 
the fundamental problems of utility financing, management, operation and 
regulation. 


How Are Question Sheets Used? 


Question Sheets are issued in the form of a 4-page folder (6 x 9 in.) every other 
week (26 times a year). Each Question Sheet comprises 10 questions, with 
answers. There are no books to buy, no papers to write, no lessons and no 
examinations to encroach upon the busy man's time. 


What Are the Sources of Question Sheet Information? 


Constant investigation and discussion of utility organization, financing, manage- 
ment and operation are now being carried on by Federal and state regulatory 
commissions throughout the country. New terms, ideas, principles and practices 
appear almost daily. They directly affect the operation of utility companies. 
The answers to all questions are taken from these authoritative sources. 


A Knowledge-Building Opportunity That No Utility Man 
Should Overlook 





PUBLIC UTILITIES REPORTS, INC. | Start using the Q 
1038 Munsey Building, Washington, D. C. : tion Sheet service n¢ 
cna sma Simply fill in 

QUESTION SHEETS commen nda 
1 hereby subscribe to the P. U. R. QUESTION SHEETS at $10 a year, and agree to pay once. The $10 5 


for the same in semi-annual installments of $5 each, upon receipt of bills, this subscription aE : 
to include, without extra charge, the QUESTION SHEET ANNUAL INDEX. scription fee inclu 


26 Question She 
with answers (mai 
every two Wes 
throughout the ye 
and the Annual Qu 
tion Sheet Index. 
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7 ‘Dictograp 








a. 
es eS = & ia oh bs 
ntercommunicating Equipment being used by Customer Contact Clerk in securing credit veri- 


fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
andling necessary records while relaying information. 


IMPROVE YOUR 
CUSTOMER CONTACTS 


How rapidly can your Contact Clerks take 
care of service applications . . . bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the "peak load test"? 





Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiftly . .. silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 


Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 

May we have our Special Utility Representative call to discuss your 

problem with you.... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 


a 
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A new book for metermen 
TELLING HOW TO 


measure alternating-current 
energy with the induction 


watt-hour meter 








Make the information on 
metering in this practical 
new book bring you real 
profit... 


You know your job. But the 
more you know about it, the 
more you know about the tools 
you work with, the more you 
know about attacking and 
solving properly special prob- 
lems in your line—the more 
valuable you are as a man and 
as an employee. 


THESE TEN PRAC.- 
TICAL CHAPTERS 
WILL HELP YOU 


® Early History of the Watt- 
hour Meter Art. 


® Elemental Theory of Torque 
Production. 


@ Essential Elements of the 
Watt-hour Meter. 


© Application of the Essential 
Elements in Modern Meters. 


© Watt-hour Constants; Gear 
and Register Ratios. 


® Vector Analysis of the In- 
duction Watt-hour Meter. 


© Compensation of Errors. 
® Polyphase Metering. 


® Analytical Checking of Meter- 
ing Schemes. 


®@ Metering Special Circuits. 


This informative book answers for metermen the follow- 
ing questions: 


1. What makes the disk in a meter go around? 

2. How can this revolving disk be made to measure 
energy? 

3. What metering scheme should one use to measure 
the energy in a particular circuit? 

4. How may one be sure that all the energy in such a 
circuit is metered by the particular scheme chosen? 


The presentation is based throughout on the author’s 
long experience in teaching metering principles to groups 
and special classes of metermen. 


THE MEASUREMENT OF 
ALTERNATING-CURRENT 
ENERGY 


BY DONALD T. CANFIELD 


Associate Professor of Electrical Engineering, 
Purdue University 


210 pages 544 x 8, 74 illustrations $2.00 


HE book begins with an outline of the development 

of the principles of metering. It then provides an 
answer to the question: What are the ways and means, 
together with their modifications, of producing a torque 
on a rotatable member by electromagnetic means? 


After showing the possibilities of producing rotation in 
a disk by electromagnetic means, it explains why such 
motion must have a purpose. Then follows a discussion 
of the remaining essentials of an energy meter and the 
application of these essentials in modern meters. 


Meter constants and methods of compensation are cov- 
ered in considerable detail. Also a method is developed 
and applied for checking the correctness of a proposed 
metering scheme to ascertain whether or not the pro- 
posed meter will or will not record all the energy pass- 
ing through the metering point. 





Send check, money-order or cash to 


PUBLIC UT 


ILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D. C. 
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Management Plus 


OT always have the problems of management been so ramified and complex as 
they are today. Competition from within and without the Utilities Industry is 
keener and more aggressive. Wider regulation, a multiplicity of statements and 

reports, increased taxes, and the necessity for curtailing operating costs, all demand 


management plus! 


Through almost fifty years of service to industry, Egry has devoted its energies and 
abilities to the development of business systems designed to eliminate waste, to prevent 
losses caused by mistakes, carelessness, forgetfulness, temptation; to safeguard em- 


ployees, customers and management; to save time, labor and money. 


These systems cover every business requirement from a simple receiving system to 
the most comprehensive multiple copy form. Egry Systems accommodate handwritten, 


typewritten, or automatically typed records. 


Many Utilities are using Egry Systems to their profitable advantage. The facts will be 
sent for the asking. We suggest, however, that our sales agent be given an opportunity 
to demonstrate Egry Systems in your own office at your convenience. No obligation, of 
course. Address home office, Dept. F-116. 


THE EGRY REGISTER CO. DAYTON, OHIO 


Sales Agencies in All Principal Cities 





The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 


ports, investigations, design and construction. < < < « ‘ 





THE AMERICAN APPRAISAL GOMPANY 
INVESTIGATIONS e WALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~- And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








oxox HOLY, Bacon « Davis, anc: max cs 


CONSTRUCTION Enai R APPRAISALS 
OPERATING COSTS ngineets INTANGIBLES. 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 











Mention the FortNIGHTLY—It identifies your inquiry 











ipped 
ial re. 


= 


PL 


suary 16, 1941 


Public Utilities Fortnightly 








PROFESSIONAL DIRECTORY (continued) 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON « NEW YORK ¢ CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 
Il Park Place, New York City. 
36 State St., Albany, N. Y. 
Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 


Twenty Years Special Experience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Perpetual Property-Itecord Systems, and Spe 

Problems of Municipal and Other Non-Centralized Proper- 


ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 sOUTH MICHIGAN AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of cor- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, 16, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY. 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, lad. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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Robertshaw can always be 
bended upon to provide improvements 
ich enable utilities and equipment 


lers to prove to the consumer that the 


cooking service.is Robertshaw cook- 


service. 


your salesmen armed with this effi- 

t sales manual? It's boosting earn- 
for thousands of salesmen every 

king day. Write for a copy—free. 
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|) ee the past ten years several 
hundred systems, or portions of 
systems, have been re-created on the 
Westinghouse A-C. Network Calculat- 
ing Board for study and. analysis. 
This is probably one of the most im- 
portant contributions made to the 
central station: industry for eliminat- 
ing guesswork from system planning. 
Power companies each year save many 
thousands’ of* dollars by using the 
calculator for proper application ‘and 
co-ordination of equipment. 
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WESTINGHOUSE ELECTRIO & MANUFACTURING COMPANY, BAST’ PITTSBURGH, P! 





